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|;:v;®g)1?eekme 
BEFOEMS OFFICE 


To 

THE EIGHT HONOUEABLE WEDGWOOD BENH, 
Eis Majesty’s Secretary of State for India. 


Simla, the 20th September 1930. 




nf honoLir to address yon on the conclusion 

n conducted bv the 

Indian Statutory Ooininission in accordance mth the ' pro- 
visions of section 84-A of the Government of India Act and 



T \ :r ^ wiiicii will short v 

Conference, our views on tiie 
inithei piog-ress which might now be made towards the deve- 

government in India as an intS 
part of the British Empire. The report of the Indian Sftu- 
tory Commission contains propos&s of far-reTSm^S- 
nificance and crucial importance, affording the most conve- 
nient, and indeed the inevitable, method of approach We 

wSh ProvincSl committls 

wiiiCii ^^6ie set up m coiinectioii with tiip^ 

Commssion and we have derived great a'ssistaSe from tS 

vttL "“ta^dd,? “1 ¥* CentrS“ooSStS 

vv c Jiav6j 111 Audition to thes6 rlopnmp-nfQ -i-i, 

'ddlm^^fFB suggestions made by^ indF 

mclnal tinkers in India and the scheme prepared bvBe All 
Parties Conference in 1928, commonly kB4 m tB NehB 
report, which, though it has for various ™sons ceafef to 
occupy the forefront of the political stage, neBrtSt re 
mains as the most authoritative and detailed expositiB of 
the views of constitutional nationahsts that has^yet ^been 
put .orxvard. We have also paid due regard to the opinion 
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that has been expressed in India since the publication of the 
report of the Statutory Oommission, and the most recent de- 
velopments of this opinion 'will no doubt be placed before 
His Majesty’s Government by the delegates at the Bound 
Table Conference. Finally, we have received and transmit as 
enclosures to this despatch the weighty views expressed by 
local Governments. - 

The examination carried out by oui’'selves and the pro- 
vincial Governments has been nnavoidably handicapped by 
the circumstances in which it has been nndertakeu. The 
time available for reaching conclusions on matters at once 
so intricate and so important has been in itself short, and 
the attention of all Governments in India has been much 
occupied by the abnormal conditions arising from the civil 
disobedience movement, and in oni' own ease from the 
situation on the North-West Frontier. Nevertheless, we have 
liad the benefit of personal consultation with all the Governors 
of provinces, and have devoted much consideration to the 
various problems involved. We have not found it possible 
to deal in this despatch with all matters of detail, hut v.'e tiust 
that onr observations ■will be found to cover the main points. 


POLITICAL FOEOES IN INDIA. 


2. General observations. — The solution of the great 
issues which now confront ns is to he discuss, ed at the Bound 
Table Conference with a view to achieving the utmost possi- 
ble measure of agreement between His Majesty’s Government 
and_ the representatives of different parties and interests in 
India. It may therefore he convenient, befere we come to our 
detailed observations,, if we attempt to give some account of 
the political forces at work in India, the constitutional 
demands that are most commoi'ily put forward, and the 
strength of opinion on which they rest. We recognize with 
the Statutoiy Commission the difficTilty, particulai’ly at a time 
of rapid change like the present, of estimating with accuracy 
these forces, and, set as we are amid many conflicting cur- 
rents and much clash of old and new, of stating general eon- 
elitsioiis, ^ Wliat we say, therefore, must be read subject to 
this caution. Complete agreement on general statements 
cannot be expected. We offer onr observations merely as an 
attempt to draw a picture which in its broad outlines we 
believe to be accurate. 

S. The political classes. Tendencies making for unity of 
view.--The Indian Statutory Commission in ibe able 
analysis of piTblic^ opinion in India, with which the first 
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volume of their report concluded, pointed out that political 
thought and iiitluence are, as is to be expected, principally 
concentrated in the towns. It is, in the larger towns that 
are to be found those elements which give direction or active 
support to the political forces of the day. They consist of the 
professional classes, in particular lawyers, journalists and 
those connected with education ; an appreciable portion of the 
trading classes ; those engaged in clerical occupations ; the 
large number of students at the universities and colleges ; 
the melancholy army of those who having sacrificed much to 
go through the scholastic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of educated women who are throwing them- 
selves with enthusiasm into the new world of political affairs. 
These are pei'haps the chief elements that go to make up 
wdaat we may call the political classes. Their thought is pro- 
foundly influenced and unified by the writings of the press. 
It is no doubt a common characteristic of mankind all the 
w’orld over that they tend to take their political views ready- 
made, and that with growing education those views are more 
and more moulded by the press. This characteristic is certain- 
ly very marked in India, and those who might be disposed to 
stand out against popular opinion as expounded in the press 
are not infrequently deterred by a sensitiveness to personal 
attack, which has not yet been blunted by long experience of 
ptiblic life. Journalism in India concentrates largely on 
the personal side, and the press is outspoken in its denuncia- 
tion and ridicule of those who venture to express opinions 
in conflict with those generally accepted. There are 
other important factors w^hich make for a prevailing 
laiity of view on certain broad issues.' The fact that the 
dominant power in India is in the hands of a foreign race 
cannot fail to offer to those who attack existing conditions 
the opportunity of a racial appeal. Again, a common desire 
for changes in the form of the Govermnent acts as an induce- 
ment to preserve a united front, and to keep in the back- 
ground such differences as exist. Finally, caste and family 
attachments are of peculiar strength, and the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes.— We have mentioned above, 
as forming part of the political classes, the trading com- 
munity. Like all generalizations this is open to qualification, 
and there may be differences of opinion as to the extent to 
which traders interest themselves in politics and what precise 
part pressure of different kinds plays in influencing their 
actions. But it can hardly be denied that the trading classes, 
which as a whole used in the past to be content to occupy 
themselves with their business, have been taking a more and 

b2 
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more active share in politics. Though men prominent in indus- 
try and conmierce have for many years played their part in 
public affairs, the feeling tiiat improvement of trade 
and industry is to be sought through political channels 
is a development of comparatively recent times. The 
extreme illustration of the way in which this idea has 
gripped the business community is to be found in the attitude 
of the commercial classes in Bombay during the present civil 
disobedience movement. After all allowance is made for the 
religious and emotional appeal of Mr. Gandhi’s name for his 
own countrymen, the Gujeratis, who form such a large element 
ill the life of Bombay city, it must be recognized that the com- 
mercial community of Bombay has in pursuit of poli- 
tical power been lending its support, both moral and 
material, to a movement in defiance of the law, which might 
have been expected to have no attraction for those whose 
interests depend on stable and peaceful conditions. 

5. The landholders and the agricultural classes.— Pass- 
ing to the more conservative elements in the population, the 
most miportant class is that of the larger landholders. In 
many parts of the country they still retain in their estates and 
villages a traditional authority, which, though it may now 
meet with some challenge, is yet one of the active forces in 
the life of the community. The spread of education and the 
hifiuenee of the press tmid constantly to enlarge the number 
of landholders Avho might be included in what w’e have called 
the political classes. On the wdiole they remain at present- a 
conservative force, conscious that their influence is likely 
to suffer from too rapid political changes, and beginning to 
realize that the defence of their interests requires a more 
active participation in public life. Below them in the agri- 
cultural world come the small landholders and the more 
substantial peasantry. This is a class about which itAk 
peculiarly difficult to generalize. Broadly speaking, pros- 
perity brings education, and education fosters political ideas. 
It does not follow that the ideas of this class necessarily 
coincide with those of the corresponding urban classes : 
indeed in the Punjab whei’e the small landholders are a 
strong and increasing force there are signs of the development 
of a conflict of interests between them and the town dwellers. 
Bxit whatever may be their views, the important point is 
that they have views, and cannot be regarded as forming part 
of the unthinking masses. The events of the last few years 
in Gujerat afford a striking illustration of the effects which 
this class can produce when guided in a political direction. 
Below this stratum come what may be called the agricultural 
masses, a political force of great potential importance, but ip- 


normal times interested in little outside their own villages, 
their own immediate needs and conditions, and the hard 
struggle for exis^tenee. It would be fair to say that they have 
no informed conception of the political problems of India. 

6. Industrial labour. — The towns too have their counter- 
par t to what we have described as the agTicultural masses. 
The bulk of industrial labour is ignorant and iinedneated. 
Their surroundings are often primitive and insanitary, 
though steady efforts are being' made to improve their 
lot. Living in towns they are more closely in contact 
witli political movements than are the agrieuitiiral 
classes, but it is donhtfnl whether the ordinary political 
ideas make mnch appeal to them. In the towns too 
are to lower strata of the population which 

can easily he worked np into mob demonstrations and violence. 
These elements and the industrial popnlatioii have 
formed in recent years the objective of communist propa- 
ga,nda. In some of the larger industrial towns the doctrines 
of communism for a time made appTeciahIe progress, parti- 
’Snlarly in Bomba jp The m 

cheek, but it uiidouhtedly survives as a continual menace to 
orderly progress and the w^ell-beiug of the community. 

ito ; the masses.-^ 

of the picture we have endeavoured to draw is that the classes 
affected hj’' political opinion form a wide circle which is 
steadily expanding. It is continnally establishing new con- 
tacts with those portions of the population which have 
hitherto been indifferent. Bnt beyond the furthest range of 
the genuine influence of political reasoning and argument, 
those who wish to ronse the nnpolitical masses are able to 
play on their feelings by appealing to the interests which 
are intense and vivid in their lives. First among these 
interests must be placed religion. It was the power of 
religion w’hich enabled Mr. Bandhi during the non-cooperation 
movement ten j’^ears ago to ronse and sway the masses 
to a degree hitherto unknown in British India, and 
it is the veneration in which he is held for his ascetic life 
and moral teaching that gives him a great part of his popular 
appeal today. It was the power of religion woi’king through 
the Khilafat movement, which for a time diverted the Musjim 
community from their traditional relations with the British 
G-overjiment. It -was the appeal of religion, that recently 
threatened to destroy the work of the reformers in the Child 
Marriage Eestraint Act, commonly known as the Sarda Act, 
and has been used to rouse the transfrontier Muslim tribes 
against a Government responsible for a measure which could 
have no application to them. , y . 
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The second of the main interests through which the 
masses may he roused is the land. India is predominaiitly 
an agricultural country and the land is the basis of life 
for the great majority of the people. Consequently they may 
he immediately and profoundly affected by anything which 
touches the land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface. 

The third method of approach to the masses i.s one 
that is still comparatively new and untried. It is broadly 
speaking the method of revolutionary communism, the appeal 
to the “have-nots”. There are signs in the 'armoury of 
political agitation of an increasing insistence on the facts of 
poverty in India, not with a view to constructive effort in 
remedy of the causes, hut for the purpose of exciting feelings 
against the propertied classes and an alien Covernment. Not 
mnch progress has been made on those lines except in the 
industrial towns. But it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests. — In speaking hitherto of political 
interests we have had in mind chiefly those broad issues o'’ 
public policy which group themselves round the demanil*-f^r 
an increased measure of self-government, and we have tried 
to suggest the area over which interests of this kind are 
active. 'There are, however, other interests which make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics. One of the marked effects of 
the present constitution, with its introduction of the forms 
of democrntie government and its transfer of power not only 
in the provincial councils but in local bodies, has been the 
recognition of the fact that any group or section which has 
a co3:nmoii bond of interest can secure its objects only through 
organization. The binding forces of society outside the 
family are religion and caste, and there has been a definite 
quickening of communal and caste feeling, and a tendency 
for people to group themselves politically under these cate- 
gories, which have for them a practical significance. It is 
felt that a common interest unites those who belong to a 
particular caste or a particular religion, and at a time 
when novel and broader ideas have not y^et succeeded in estab- 
lishing themselves, it is no doubt inevitable that the earlier 
manifestations of political awakening should among large 
sections of the population take a form that is familiar and can 
readily be appreciated. Local and provincial patriotisms also 
show unmistakable signs of development. All these indicate 
the real emergence of a public opinion and a general will, in 
a form however restricted, expressing themselves through the 
relations which most closely concern and interest the masses 
of the people. Forces of this Hnd reach elements of the 
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popuiation which are antouohed by the ideas of nationalism, 
but it must be remembered that they are always at hand to 
be -utilized for nationalist ends. 

9. The growth of the nationalist spirit. — ^In saying this 
we do not wish to minimize the extent of the genuine in- 
fluence of nationalist ideas. There is no doubt that a con- 
siderable degree of national consciousness has been evoked 
among the educated classes as a whole. With the economic 
and educational development of the country have come, natu- 
rally and honourably enough, a greater self-respect, both 
individual and national, and a demand for equality of treat- 
ment and status with the West. The rise of Japan as a great 
Asiatic power supplied an early stimulus to this movement. 
Since then the stream of western thought in the present centu- 
ry has more and more brought India within the line of its? 
current. Intercourse with the world grew. The influence of 
western education increased. Students in ever greater num- 
bers went to Kngiand and returned. Older men, and even 
women, visited Europe more freely, and with a riper judgment 
compared other countries with their oavii. Conscious of the 
magnitude of her share in the Great War, India has watched 
with close interest nationalist movements in Afghanistan, 
Fersia and China, while in another direction Ireland and 
Egypt have been examples which have constantly been before 
her eyes. .All this has encouraged nationalism and democratic 
thought. One consequence of the gro-wth of nationalist 
feeling has been to make Indian opinion exceedingly sensitive 
to any ill-informed judgments, which might appear to indicate 
a lack of trust, and to all that might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could . hardly remain unaffected by what has 
gone on around her, while at home the constitution of 1919, 
however far it fell short of full self-government, had set her 
feet firmly on the path. It was therefore inevitable that this 
nationalist .impetus should come, and it would be a grave 
mistake to under-estimate its force or to depreciate its value. 
It is a necessary condition of the building up of a wider and 
more vigorous life, and of that development of a self-govern- 
ing’ India which fx’om early times has been the ideal of 
the most far-seeing of its British administrators. 

10. The nationalist demand. — The nationalist demand is 
for self-government and dominion status. It is couched 
in terms of British thought and British institutions, for it 
emanates from those who have been profoundly influenced 
by British ideas. The demand for self-government, stated 
in practical terms, is that India should be allowed to manage 
her own affairs both in the provinces and, subject to any 
temporary safeguards that may be. requisite, at the centre. 
The claim to donainion status, so far as that can be separated 
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from ideas of self-government has perhaps a sentimental, 
but not on that account any less potent, aspect. The dernand 
is not only that India should be enabled actually within 
necessary "limits to .settle her omi affairs but that she should 
be publicly recognized before the eyes of the world as com- 
petent to "settle them. Both these ideas arc included by 
Indian opinion in that dominion status which tlie announce- 
ment bjT' His Excellency the Viceroy on tlie 31st Oetol>er, 
1929, described as the natural issue of India’s constitutional 
progress. 

It is possible to trace in these political aspirations two 
separate trends of thought. The first is directed to the 
natural satisfaction of a national pride and national senti- 
ment. The position of India in the Empire has been 
ambiguous. There are undeniable obstacles to the attain- 
ment of complete self-government at once. But are these 
obstacles to be used for the purpose of delaying the progress 
of India, or is a genuine attempt to he made to overcome 
them ! Are differences of race and culture to keoji India 
permanently in a position of inferiority to the gTeat 
Dominions, or is a place, to he found for her vdthin the 
Empire which will satisfy her claims to equal treatment ? 
To those, in whom such are the dominant ideas, the actual 
detailed means by which their ideas may he translated into 
fact are often not of great account. The second line of 
thought is directed to the fulfilment of concrete policies. 
Those who think on these lines have an essentially practical 
outlook and demand power in order to achieve certain 
definite objects. 

11. The extent of support for the nationalist demand. — 
It happens that the course of the civil disoheclieuce move- 
ment in the last few months has exhibited witli sufficient 
plainness the strength of the nationalist forces and also their 
limitations. It is clear that they have on their side a sub- 
stantial measure of support from educated Hindus efi’ ail 
classes, for large numbers of those who have not actually 
joined the movement, being repelled by its methods, have 
shown unmistakable svunpathy with its aims. There is little 
doubt also that the minority communities to a largo extent 
share in these broad nationalist aspirations, bnt it has become 
plain, if demonstration were needed, that generally speaking 
they are not without apprehensions of their positio'n in a .self- 
governing India, and they are concentrating attention on the 
protection of their rights; ahd interests. It is assumed that 
for some time after the introduction of the new constitution 
politics are likely to remain on a communal basis. It will only 
be by a gradual process that the handling of practical 
problems of administration;- and policy will lead to the 
development of parties. VMch will be divided on different 


. ■ 9 ■■ 

lilies. The landed interests also are anxious about their 
future. The depressed classes, so far as they are begiiming 
to develop some political consciousness, look with uneasiness 
at the prospect of Govei’nments dominated by the higher 
castes. The great mass of the people, though, as we have 
said, capable of being galvanijsed- into action by appeals 
on those matters which really interest them, regard with 
some inditferenee political changes which they do not 
understand. It is instructive to observe hoAv during the 
present civil disobedience movement strong feeling has 
been aroused in the towns, and outside the towns in 
particular localities ivhere either the conditions were peca- 
liarly favourable, such as Gnjerat, or where some local grie- 
vance eoald be exploited or some doubt sown iis to the poirer 
of Government to maintain its authority. But looking at the 
country broadly, a political agitation of reniarkalile intensity 
and fervour lias left the rural districts but little affected. 

12. The extremist element.— In speaking hitherto of the 
nationalist forces we have had in mind primarily those ele- 
ments in the moA^ement Avhioh are prepared to look- to consti- 
tutional adAmnce AAnthin the Empire. But it must be recog- 
nized that there is, particularly among the Amnnger men, a 
considerable body AAho have adopted independence not as a 
phrase but as a settled aim, Avho are fundamentally hostile to 
the British connection and who, though they may not all 
favour or belieA'e in the efficacy of the methods of terrorism 
Avhleh many of liiem are prepared to pursue, are at any rate 
convinced iJiat it is only by force applied in some form, or 
otlier that they can achieve their end. With such men it 
would bo idle to expect that any settlement is possilile. They 
AAdll oppose any agreement that raay be reaehtid, and the most 
that (‘an be hoped is that gradually through experience of a 
constitution, Avhieh gWes a considerable degree of seif- 
gOAmriiment, they may come to realize thai more can be 
aelaeA’'ed by Avorldiig the constitution than by eiidoaAmiiring 
to CA'ciiiirow it. 

13. Non-official European opinion. — We must not close 
our account of political opinion in India without giving some 
impression of the attitude of the non-official European com- 
munity. The Statutory Commission have emphasized the im- 
portant contribution AAhich this, community has’ made to the 
economic development of India and the influence it possesses 
in Aurtne of its AAudespread commercial activities. Prior to 
the introduction of the present constitution the interest of 
the community in politics was limited, but since 1919 it has 
realized the necessity of taking its' full share in the political 
life of the country. Its entry: into active politics has been 
marked hy an increasingly liberal spirit towards Indian aspi- 
rations, and during the inquiry of the Statutory Commission 
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it showed itself ready to look with favour on proposals for 
political advance, subject to the provision of adequate safe- 
guards for its rights and legitimate interests. The civil dis- 
obedience movement with its accompaniment of a boycott of 
British goods and British trade, through which it was hoped 
to bring" pressure to bear on His Majesty’s Gavernment, has 
had marked reactions on those who felt_ themselves mifaiiiy 
attacked and who resented this intrusion of _ polities into 
business. Resentment has been slow in gathering force, but 
recently Baropean commercial opinion has shown unmistak- 
ably that it does not mean to allow itself to he coerced by these 
methods, and there has been some consequent stiffening of its 
attitude towards political advance. 

14. Conclusions. — ^We have made above some attempt to 
describe the main political currents and forces that are 
moving over the formerly placid surface of India. If our 
reading of the situation is accurate, it is evident that the new 
constitution must be such as will take full account of these 
new forces. The time has passed v/hen it was safe to assume 
the passive consent of the governed. 'Hie new system imist 
be based as far as possible on the willing consent of a people 
whose political consciousness is steadily bqing awakened. 
There is still in the country a fundamental respect for autho- 
rity, The new legislatures have established for themselves 
a posili(.in Avhich is gradually coming to be understood and 
accepted by increasing numbers. Constitutional form.s are 
for the most part respected and observed. The conditions for 
a suitstantial transfer of power are not in our view unfavour- 
able, and w;e are convinced that the time has come when the 
broadest considerations of Imperial policy demand that we 
should spare no efforts, and even take some risks, in order to 
arrive at a constitutional solution which will give reasonable 
scope to the ideas and the aspirations that are moving India 
to-day. 

governing principles. 

15_. Opportunities for ^owth. — The Indian Statutory 
Commission have at the beginning of the second volume of 
their report, before explaining their detailed proposals, 
set forth plainly the general principles on which their 
recommendations are based. We think it will be con- 
venient if in the same way we make clear at the outset 
our g’<3nerai outlook on the constitutional problem and 
the principles which ^de our eonclnsions. Li the first 
place we are in full agreement vith the view of the Commis- 
sion that the new constitution should not be unduly rigid, 
and That it should allqV .bf natural growth and diversity. 
For instance, it migM ense: , processes of transition if forimal 


provisions which may require subsequent change could be 
drafted in such a way as not to involve legislation if and 
when it is desired to make the change. Again, within the 
general framework of the constitution in the provinces it 
might be possible to allow certain variations suggested by 
local conditions and favoured by local opinion. Finally, 
wo should hope lhat both in the provinces and at the centre 
the constitution would give opportunities for develoi)ment 
by practice and convention in accordance with actual needs 
and experience. The emls that flow from a temporary con- 
stitution have been fully set out by the Commission. Our 
aim miist he to establish a constitution which shonlcl, as far as 
possible, contain within itself provision for its own develop- 
ment. We recognize however that that aim. can be more 
fully attained in the provinces than is possible at the centre, 
where tJie ultimate form of the Government cannot as yet 
be so clearly disceimed. 

16 . The ultimate ideal — An all-India federation. — The 
Commission have pictured the ultimate constitution of India 
as au all-India federation including not only British 
India, but also the Indian States. Thai is an ideal which 
we fully accept. There is an essential unity embracing the 
whole of India, which we hope will at some future time find 
expression in certain joint political institntions. But it is 
clear, as the Statutory Commission have been careful to 
point out, that this ideal is at present distant, and that the 
federation of Greater India to which they look forward 
cannot be artificially hastoned. Much may be done to 
promote a more vivid sense of the unity of interests in many 
spheres between British India and the various States, and 
to develop the conception that there are matters of common 
concern which can best be treated in consultation. Never- 
theless we must recognize that the time has not yet come when 
the general body of Indian States would he prepared to take 
a step so far-reaching in its character as to enter into any 
formal federal relations with British India. While, therefore, 
we are entirely at one with the Statutory Commission in hold- 
ing that the ideal is a federation of all-India, and that this 
ideal siioulu he clearly borne in mind when drawing the main 
outlines of the constitution of the new India, we must also 
recognize that the ideal is not likely to realize itself, save in 
its own due time. There is a certain danger that if we direct 
cur gaze too fixedly to a distant future we may tend to over- 
look the needs of an urgent present. The main problem 
which must engage our attention is how British India may be 
developed in a manner which shall not only be consistent with 
the wider vision, but shall be appropriate to its own im- 
mediate requirements. --tV-y \ ■ 
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17. Federal development in British India.— We iiave no 
donht that apart from the importance of designing a strneture 
into whieh the States may later fit themselves, the conditions ;:| 

of British India itself point clearly to a federal development. :| 

India under the old system of bureaucratic government was ;:| 

adndnistei'od on strongly centralized lines. With tlie first I 

steps along the path of democracy it was necessary to relax til 

control at the centre, and as the Statutory Commission point 
out, the completion of the policy contained iii tiie annonnco- 
ment of Angnst 20th, 1917, was pictured’*' by the authors _of '’’‘ill 
the Montagn-Ohelmsford report in the form of “ a congeries \ .j 

of self-governing Indian provinces associated for certain pur- ' | 

poses under a responsible Government of India This 
remains in our opinion the only feasible policy for tj-anshiting 
responsible institutions into a country containing so huge a 
population and s'oeh diverse elements. The acceptarico of the 1 I 
federal idea for British India carries with it the obligation to , 
develop as rapidly as possible the emergence of the self -govern- 'tf)' 

ing units which must form the component part.s of the federa- , . 

tion. As the Commission point out, we shall be engaged on a ■ i 

process which is the reverse of normal We do not start , ,;| 

with self-governing states which agree to combine. We have ii 
already an administrative unity, and our first task is to ’ ; .| 

decentralize with a mew to permitting’ the development in 
the provinces of that degree of independent activity w-hich 
should characterize the units of a federation. We arc, there- 
fore, ill full agreement with the broad aim of the Commis- 
sion to give to the provinces the ma>nmum of autonomy con- 
sistent with the interest of India as a whole, and to make 
each provbioe ns far as possible mistress ini'ts own house. 

But _ iu following this policy we must bo. careful not to 
sacrifice the spirit of national unity which has gradually been 
developing under the centralized British administration., . l 
We require a vigorous central .authority capable mf 'Sustain- , 
injg the heax^y hni’dens that necessarilj-" fall upon it. 
will he responsible for the defence of the country against 
external attack, and for the maintenance of the ultimate con- 
ditions of internal tranquillity ; for the finances of India a,s 
a whole and its credit in the markets of the w^orld : for its 
commercial and tariff policy ; and for all those matters o-f 
comm 031 concern which must be handled by a central Govern- 
TOoni. It should be in a position to mobilize the experience, 
talent and I’esonrces of all India for the more efficient pursuit 
of such objects as agricultural,, medical or economic research. 

It must also possess powers of interveution if developments 
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in any province are such as to affect any other part of India 
or the administration of any central subject. 

18 . The problem at the centre. — The most difficult 
problem that confronts us is what form this central authority 
should take. It is clear that many of its functions must for 
some time continue to be exercised, as they are at pi'esent, in 
responsibiJity to the ultimate' will of Parliament. The 
material foundations of modern India’s life have been laid by 
the liaud of Britain, and in the process British interests have 
come to be deeply engaged in India. A histoiy to which 
Britain can look back with pride has left results which pp- 
foundly infinence the present; The security and the prosperity 
of India represent an interest of Britain as well as of 
India, and an interest of such magnitude that Britain cannot 
afford to see it jeopardized. It might be argued that as any 
complete form of responsible government at the centre 
is, for the reasons we have just indicated, in present 
conditions impossible, no attempt can usefully be made 
to invest the G-overnment with any popular sanction. 
A central Government should he constrnoted which 
woitld throughout the field of its functions be plainly 
responsible to Parliament alone, and in order that the 
executive might fulfil these responsibilities the legislature 
should be so constituted that it could he depended on to grant 
to the executive the money and the legislation required to 
carry out the policy of Parliament. The legislature would to 
some extent reflect opinion in India, and its views w'onld be 
taken into account before decisions were reached. But wffien 
once the Government of India, in agreement with the Secretary 
of State, had reached conclusions, the Indian legislature 
■would be content to implement them. Such a Government 
would no doubt be strong in the sense that it could count on 
getting its owm way. But it would be wholly deprived of that 
element of strength which comes from the snppoi-t of public 
opinion. We have set out this alternative quite frankly, for 
it represents one of the logical extremes, as ,j3Gmplete self- 
government represents the other, and when proposals for 
some intermediate position are put forward and are attacked, 
as they well may be, on the ground that they may lead to di- 
vided counsels, it is important to realize clearly that the two 
extreme positions are impossible. The Statutory Oommis- 
sjon had no doubt on this point. They stated that as a mat- 
ter of practical politics there could be no question of going 
babk to ' a previous stage by providing that the Assembly 
should have an official majority or by reducing its powers. On 
the contrary, they have addressed themselves to the task of 
considering how 'the machinery byi which Indian political opi- 
nion expresses itself and exe^tsii its influence at the centre 


may be improved. We are in entire agreement %vitJi this 
view. The solution of our difficulties is not to be found by 
attenuating the channels through which Indian _ political 
opinion finds expression, but rather by harnessing that 
opinion to constructive wort, so that what is at present a 
danger to the stability of Government may be converted into 
its njain support. The Statutory Corumission have put the 
point in words which we would desire to endorse : — 

Nationalism is a force with immense pow'er for good 
or evil, and the task in the future is to utilise 
that force for constructive ends. For national- 
ist movements that fail to find an api^ropriate 
outlet for their energies tend to mere strife and. 
futility.” 

19. Suggested conditions of a solution. — The conditions 
of the problem suggest to us the importance of defining as 
clearly as possible the purposes which Britain must continue 
to safeguard in India, and making it plain that where those- 
purposes are not concerned India should be free to manage her 
own affairs. The British Government must satisfy itself on 
certain essential points, for instance, that the defence of India 
from external attack, which rests, and for many years must 
continue to rest, largely on British troops, is fuUy assured ;• 
that relations with foreign States, with the ultimate pos- 
sibilities of war which they involve, are conducted under its 
authority ; that the conditions of internal security are main- 
tained ; that financial obligations are provided for and the 
requisite financial stability and credit of the country ade^- 
quately secured ; that reasonable treatment is accorded* to 
minorities ; and that unfair discrimination is not practised 
against any section of the community. In our opinion the 
ultimate control of these matters must in present conditions 
reside in the British Parliament. It would be understood 
that upon Parliament rests an obligation to secure certain 
definite purposes, and that for these express pui'poses it may- 
be necessary for Parliament to intervene at any point 
in the administration of the central Government. Where 
these purposes are not affected, the policy and administration 
at the centre may properly be regarded as the concern of 
India alone. From this point of view the activities of the 
central Government might perhaps be viewed as falling into 
three categories. There would be, in the first place, thoso- 
subjects in which the interest of Parliament might be ex-' 
p'Ccted to be continuous; such as defence, foreign affairs, the 
preservation of gqneral tranquillity and the fulfilment of 
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financial obligations. Secondljs^. tbere would be subjects in 
whieli Parliament would be interested only occasionally, 
if and when it became clear that the policies pursued were 
affecting the purposes which Parliament wished to safeguard. 
W e should be inclined to include in this category the methods 
of taxation by which the revenue of the central Government 
is raised, the tariff and commercial policy, and the manage- 
ment of railways. We should expect these matters normally 
to be 'directed in accordance with the views that commended 
themselves to the majority of Indians, but subject always to 
the possibility of Parliamentary intervention if any of the 
purposes of Parliament wer.e threatened. Finally, there 
would be a range of subjects in which we should hope that a 
popular policy would seldom, if ever, come into conflict with 
the responsibilities of Parliament. Such would be, for in- 
stance, the general economic development of the country, 
industrial policy and questions of labour ; the ordinary ad- 
ministrative services which the central Government canies 
out, such as the management of the postal and telegraph 
systems or the customs administration ; the development of 
communications whether by land or air ; the co-ordination 
of those activities which form th6 primary concern. of the pro- 
vincial Governments, such as education, health and agriculw 
ture ; the promotion of social reform, and many other matters 
of great importance to the welfare of the community. Again, 

. the selection of the representatives of India at Imperial con- 
ferences or at the League of Nations, and, subject to any over- 
riding considerations of Imperial policy, the instructions 
given to them appear to tis to be matters which might well be 
left to the determination of India. The relations of India 
with other parts of the Empire must naturally be of concern 
to His Majesty’s Government. But we should hope to see a 
development of the existing practice whereby India is enabled 
to deal direct with the Governments of the Dominions 
in cerlain matters that affect her closely. Generally, in 
regard to the sphere in which the central Government might 
expect to be allowed to pursue its own policy, we think it is 
important to remember that it is proposed to hand over to 
t responsible Governments in the provinces the administration 
of all the functions which most closely touch the life of the 
people. It seems to us evident that in some form or other 
comparable activities, which are the charge of the central 
Government, should also be administered in relation with the 
popular view, provided always that the broad purposes of 
Hariiament which we have described above are not affected. 
The precise form by which public opinion may make itself 
; : felt in a Government, which must he prepared in certain 
matters to he guhlcd ultimately fly the will of Parliament, is 
the cardinal problem that confronts uk "We offer our own 
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suggestions later, not with the«idea that they are proof against 
criticism, but as indicating general lines of development which 
seem to us, on the basis of our own experience, less open to 
objection than others that we have seen. But whatever may 
be the plan adopted, we are convinced that no scheme of flov- 
ernment at the centre can work with success, unless it is re- 
cognized that Pai’liament and the Indian legislature have each 
their special contribution to make to tiie welfare of India 
which is tJie joint purpose of both. Onr aim shoxild" bo a 
parcnershiix in a common cause. 

20. Ultimate considerations. — The Statutory Commission 
suggest that there may he a further complication in a problem 
already sufficiently complicated. They utter a caution against 
the development at this stage of institutions which might pre- 
judice tlie ultimate foim of the central Government, The 
caution is no doubt one that should be borne in mind. But 
caution in this respect must not be carried to the point of 
allowing ourselves to be immobilized from fear that any step 
we take maj^ prove not to be leading us directly to our end. 
Iffiere is much to be done before that end can be reached, and, 
if we liope to reach it, we mnkt he prepared to. test by experi- 
ence the forms and methods of that type of Government 
which will eventually emerge. It is clear that the aim. for the 
centre as for the province's must he the progressive realiza- 
tion of responsible government. There already 'exists in the 
Legislative Assembly an organ which as it develops will be- 
come one of the main instruments of responsible government 
at the centre. Responsibility will come as the result of the 
relations established between the legislature and the exei 
tive. We cannot at preseht foresee precisely what the u 
mate development of those relations will be. But it see: 
to us plain that xve should without delay set ourselves to the 
task of encouragiug the establislment of effective relations 
between these two "bodies, and thus prepare the foundation 
for the full responsible government which we desire to reach. 

THE GOYEENORS’ PEOYINOES. 

21. Boundaries Commission. — We come now to a con- 
sideration of the detailed proposals made by the Statutory 
Comraission, and following the order in wlrich they have 
approached the problem we shall deal first with the Gov- 
ernors’ provinces. The first subject on which the Com-, 
mission touch is the need for provincial redistribution. 
They suggest that the Government of India should 
set up, as a matter of urgent importance, a Boundaries 
Commission with a neutral chairman, to investigate the ipain.;,, 
cases in which provincial readjustment seems called for. Y' 




two particular cases to wliieii the Ooromission themselves give 
their attentioa are Orissa and Sind. 

The claim of the Oriyas to a separate province of their 
own is of long-standing. In their letter the Government of 
Bihar and Orissa have drawn attention to the need of making 
early investigation into all relevant, factors "with a view 
to satisfying the very natural desire of the Oriya-speaking 
peoples to possess an administration of their own. The 
claim of Sind to be a self-contained unit has become increas- 
ingly prominent in recent years. The preponderance of the 
local population is Muslim, and their claim to separation 
from the Bombay Presidency has been ardently advocated. 
Neither on Orissa nor on Sind are we yet in a position to 
tender final advice, but we urge that enquiries be set on foot 
at the earliest possible date. We should not contemplate en- 
trusting the task to a single Boundaries Commission. The 
two problems are not connected, and we would suggest in- 
vestigation by two separate committees. We wish to 
emimasize the need for expedition in reaching conclusions on 
these two outstanding cases, which are respectively of funda- 
mental importance to the two provinces of Bihar and Orissa 
and of Bombay, as they now exist, in order that, if new 
arrangements are required, they may be introduced simul- 
taneously with the new constitution. We conceive that the 
Sind Committee will be concerned primarily with the ad- 
ministrative and financial aspects of separation, for the ques- 
tion is not one of boundaries. In Orissa on the other hand 
difficult questions of future boundaries will be directly in 
issue. 

Other possible readjustments of provincial boundaries 
should in our view stand over, until opinion has more clearly 
expressed itself. It would be for the new administrations 
themselves to take up such cases as they arise. 

We note in passing that the separation of Burma may 
involve readjustments of the boundary between that province 
and Assam. To this reference will be found in the letter of 
the Government of Assam. 

22. The abolition of dyarchy. — ^In agreement with the 
great mass of opinion in this country, both official and non- 
official, we accept in principle the recommendations of the 
Commission for the reconstitution of the provincial Govern- 
ments. In so doing, we do not associate onrselves with those 
who pass an nnqnalified condemnation on the existing disposi- 
tions. On the contrary we pay our tribute to those who 
planned and those who have worked the provincial constitu- 
tions. Dyarchy in the provinces was never intended to be 
more than a transitional device,*, a first step on the difficult 
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roati towards a completely responsible^ system. "With few ex 
cep lions goodwill has been forthcoming, and. an earnest 
endeavour has been made to translate into action the oppor- 
ttniiaes whicli the eonstitution has olfered. Provincial Gov- 
ernments, whether on the reseiwed or the transferred sides, 
can take reasonable pride in their administrative record. 
Policy may sometimes have been at fault ; restiits may not 
always have balanced expectations ; but on a broad view 
much has been accomplished that might have been difficult 
of achievement under the older tiureformed system. We are 
clear, however, that a stage has now been reached in tlie poli- 
tical growth of the provinces at which the next step forward 
should be taken boldly. We agree with the Commission that 
the time has come to remove the boundary set up between 
oepartments of which ministers may take charge and 
those from which they are excluded. To reserve law and 
order would be to concentrate attack on the most delicate 
part of the machinery. The arguments in favour of transfer 
have been authoritatively and, to our mind, conclusively stated 
by the Statutory Goromission and the Indian Central Com- 
mittee. We do not disguise from otirselves the risks inherent 
in so great a change. But, .subject to the necessary, safe- ; 
guards which the Commission have suggested, we are pre^ ' 
pared to see provincial administration in all subjects entrusted 
to responsible ministers, linked together in a commW accoimt- 
ability for their policy, and operating in relations with popular 
legislatures from which the official element will have dis- 
ap])eared, and in which the nominated element will have been 
reduced to the smallest proportions. 

On the main issue that a great step forward should he 
taken, the unanimity of the provincial Q-overnmeuts i.s com- 
plete. Differences of opinion on details merely anticipate 
what we ourselves consider to he probable, namely, that the 
working of the new system may not follow identical lines in 
all provinces. A single rigid system might hamper, and not 
assist, the ready expansion of free institutions. Some 
freedom in the eonstitution is needed in order to facilitate 
local growth in forms siffted to local conditions. 

The provincial reports sufficieiitly indicate the provincial 
view and ■we do not ourselves propose at this stage to discuss 
in detail the recommendations of the Commission on all pro- 
vincial points. There are, however, certain matters on which 
eonnnerit is required, and to these wo no-w turn. 

Provincial legislatures. 

, 23. Their life-time.-^Tllere’ is no di.ssdnt from the pro-.';';! 
position that the normal statutory life of provincial legisla- ^ 


fares slioald be raised from three to five years. We join with 
the provincial Governments in accepting the proposal. 

24. Their size. — The Commission criticize the size of the 
present councils and find them too small. They suggest that 
unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality of 
representation may be prejudiced. They remark that in- 
creased membership of the provincial councils will facihtate 
their plan of representation at the centre. The recom- 
mendation which they make is that in the maore important 
provinces there should be an immediate increase to a figure 
between 200 and 250. 

We accept in principle the suggestion that there should 
be a material enlargement of the provincial legislatures suit- 
able to the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, we consider, be included within the terms 
of reference to the Franchise Committee, in order that the 
size of each provincial legislature may be decided on the basis 
of ascertained needs. Any substantial increase in the electoi- 
ate will certainly necessitate an addition to the num- 
ber of the constituencies in each province. The prov- 
incial Governments recognize the need for enlarging the 
legislative councils ; but their general view appears to be 
that so large an increase as the Commission have in mind 
may be unsuitable to their conditions. 

For the reasons given by the Commission it will still be 
necessary for some time that the Governor should retain a 
strictly limited po'wer to nominate, but we doubt whether, 
when the Franchise Committee have completed their labours, 
it will be found necessary to give a power of nomination 
quite on the scale which the Commission have in view. We 
agree that no special provision should be made for the election 
of women. 

25. The disappearance of the official bloc. — The presence 

of an official bloc has been a noticeable feature of the present 
dyarehical system, and essential to its working. We agree 
that with the abolition of dyarchy, the official bloc should no 
longer be retained. With the exception of a small nominated 
element, the provincial legislatures will be wholly elected ; 
free play will be given to the formation of parties, from 
which we may expect to emerge correct principles of minis- 
' teifial responsibility. . - y •. 

26i Constituent powers, — rThe . question of granting to 
provincial legislatures constituent . powers x'aises difficult 
issfies, both constitutional and.. jpraetieaL The pommission 


suggest that after ten years the provincial councils should - 
have tlie power to set in train certain proposals for change 
by the method of “ constitutional resolution ”, but toe 
changes would be limited to those affecting the electoral law. 
The enforcement of a constitutional resolution wonid be 
dependent on the grant of a certificate by the Governor that 
the resolution retteeted the genera! opinion of the province 
and of any community specially affected, and would require 
also the concurrence of the Governor General. 

We welcome* the i)roposals of the Commis.sion to give to 
the provincial legislatures this measure of constituent power. 
Were it practicable to do so, we would gladly enlarge its 
scope. Bixt with one possible addition, to wMch w^e 'shaiL^^^^^4^ 
presently refer, for the creation of a second chamber, we see 
grave difficulties in giving this procedure any wider extension, 
Even within tJie ambit ’of the electoral law, the distribution . 
by statutory {xrovision of the balance of political power 
between the representatives of different communities and 
interests in fixed proportions immensely complicates the posW , ^ 
sible effects of electoral change. The initial dispositions will. 
now be luade under the authority of Parliament itself, af tei' -r’ 
consnltation with the representatives of British India as- 
sembied in meeting at the Round Table Conference. T'o i 
throw open those dispositions to early revision by local r 
authority would, from the start, invite conflict and might pre- 
judice the endeavour to initiate a tnlly responsible system of 
Government iti the provinces. It is reasonable that the 
electoral system set np at the beginning of the reforms should 
rest on the assumption that it will endure at least until new 
political conditions are established, after experience of the 
new Governments has been obtained. For these reasons; 
do not anticipate that Indian opinion will resent the 
that no “ constitutional resolution ” may be passed by a ; 
vincisH legislature until after the lapse of some years from 
inauguration of the new system. With regard to the scope 
and freedom of the constituent powers, it is clear that these 
must remain under some limitation, at least until the country 
at large is prepared to abide by what we regard as a funda- 
mental principle of responsible government, namely, the 
validity of a majority decision. While, therefore, we are 
anxious to lose no opportunity to place within the constitu- 
tion the seeds of its own growth, we agree that, subject to the 
addition which we have suggested above, and which we now 
discuss, tJjp range of the constituent power accorded to the 
provincial legislature.s should be as jxroposecl by the Oommis- 
.«ion. ' ; 

27. Second chambers. — ^The arguments for and agaipst 
Bseeond ifiliambers^ in provinces :baveBbeea.:.f idly,, 
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the Commission, who have themselves not found it possible to 
make a unanimous recommendation one way or the other. 
There was a similar diversity of opinion among the members 
of the Indian Central Committee. Among the provincial 
governments, Madras, Bombay, the Punjab, the Central Pro- 
vinces, and Assam do not desire second chambers. We under- 
stand that this represents in all cases the unanimous view of 
both sides of the Governments, except only that in Bombay 
one member of Council supports a second chamber for that 
province. All members of the Government of the tTnite<l 
Provinces are in favour of the establishment of a second 
chamber in that province. In Bihar and Orissa also the local 
Government, without any dissentient member, advocate a 
second chamber. Opinion in the Government of Bengal is 
divided. They state in their letter that some members are 
strongly in favour of a second chamber, and that the re- 
mainder are doubtful. In these circumstances the local Gov- 
ernment express themselves as having decided to maintain 
the opinion in favour of a second chamber which they 
expressed in their memorandum to the Statutory Com m ission 
in 1929. 

The matter seems -to us to be peculiarly one in which 
regard should be had to local conditions. We would not 
propose that in any province a second chamber should be 
made a condition of advance. Where local opinion favours 
and local conditions seem to require a second chamber, it 
should in our view be set up and incorporated in the new 
constitution. The problem has now been fully investigated 
by the Statutory Commission, and we have before us the 
considered vieivs of each provincial Government. Their 
knowledge of local conditions and local requirements is 
necessarily more intimate than our own. We therefore 
accept the recommendations of the Governments of Madras, 
Bombay, the Punjab, the Central Provinces and Assam 
that there should be no second chambers in those provinces. 
Similarly we accept the recommendations of the Govern- 
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a second chamber, 
if effect is given to their wishes, we should suggest that the 
manner in which the upper house should in each instance 
be composed in those three provinces should be left to further 
investigation by the Franchise Committee in the light of the 
suggestions which the three Governments have put forward. 

While we agree that in five of the eight provinces, there 
should on the institution of the new constitution, be a single 
Camber legislature, we associate ourselves with the view 
expressed by the Government of Madras that future circxun- 


stances may create a demand for a second chamber. We 
accordingly accept the suggestion of the local Govern-' 
ment that the subject should be included among those matters, 
on which after ten years a “ constitutional resolution ” may, 
be passed, and would apply the provision to all provinces, 
leaving it open to a provincial council to recommend the 
creation of a second chamber where none exists or the aboli- 
tion of one that has been set up. We do not take it as certain 
that no provincial council will pass a resolution to substitute 
for a unicameral a bicameral system. The snccess or failure 
of second chambers in those provinces where they are estab- 
lished will, we have no doubt, materially shape political 
opinion in those provinces which retain a single chamber 
legislature at the outset of the new system. We would sug- 
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supported by not 
less than three-fourths of the votes of the legislature instead 
of the proportion of two-thirds suggested by the Commission 
for other matters. If it were proposed to abolish the upper 
house, the decision might be taken in joint session, and the 
resolution if certified by the Governor should in our view be 
submitted by the Governor General to the Secretary of State 
and laid before Parliament for its approval. 

The suggestion of the Commission to set up a small expert 
revising body to which legislative proposals could be sub- 
mitted be! ween the report and the third reading stages has 
attracted little support. . 

28. The franchise.-— -We agree with thevCoiaiip^ 
with the establishment of responsible Cabinets in tne T 
vinces, the present franchise for the provincial' legislatures 
will be too restricted. We accordingly accept their recom- 
mendation that there should now be such extension of the 
franchise as is reasonably practicable, and that the investi- 
gation of this matter should be entrusted to a specially con- 
stituted Franchise Committee ' under an impartial and ex- 
jjerienced chairman. The arguments used* by the Commis- 
sion leave no room for doubt that the immediate adoption of 
adult suffrage is wholly impracticable. The precise extent 
to which the franchise can now be widened is a matter on 
which, in our opinion, it is not possible to form conclnsiojis 
until the problem has been investigated by the Franchise 
Committee. 

There is under the present system no uniformity of the 
franchise qualification in the different provinces ; and it is 
clear that while the franchise continues to rest for the most 
part on a property qualification directly related to land 
revenue payments, no precisely Uniform system is possiblef. 


... 
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The views expressed by the provincial G-overnments suggest 
that the extension of the franchise may well be greater 
in some proAUiices than in others. The Government of 
Bombay consider that the franchise should be widened to the 
extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a cantion against the too rapid enfranchisement of 
ignorant and illiterate voters simultaneously with the iiitro- 
dirction of a new" system of government. Onr general view 
is that it might he unwise to tie down the Franchise Gum- 
mi ttee to any pre-arranged percentage of enfranchisement. 
We would be. glad if it were found possible, from province to 
province, to reach the enfranchisement of 10 per cent, of the 
total population recommended by the Commission, but wc 
would leave the Franchise Committee free, for valid special 
I'easons which they may find to exist, to adjust their recom- 
mendations to local conditions. 


In the course of their investigations the Committee 
should be directed to examine in each province the feasibility 
of introducing an additional qualification based on education. 
The Commission’s suggestion of this new qualification 
has received a considerable measure of support from some pro- 
vincial Governments, but from others has not escaped cri- 
ticism. For example, the Governments of the United Pro- 
vinces and the Punjab question the soundness of the quali- 
fication ; and though it may be suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should 
' be instructed to have due regard to the respective claims of 
urban and rural areas, and to the rights of women as well 
as of men. It is further suggested that the Committee should 
devise such qualifications as would secure as far as possible 
the same proportion of voters to population in different 
communities. At the same time the Commission deprecate 
different sets of qualifications for voters of different religions 
or races. We have no doubt that the PraneMs,e Committee 
will keep these important considerations in view. The Com- 
mittee will not however be able to treat as first principles 
both these recommendations, namely, that there should be in 
each community the same proportion of voters to population, 
and that the franchise qualification for all communities should 
run on the same level. In some cases their results, may be 
found to be mutually contradictory, and we anticipate that 
some adjustment by compromise will be needed in their appli- 
cation. It has been remarked on past occasions that, after 
religion and race, the boundary bottveen town and country is 


the greatest dividing line that runs through the Indian people. 
In more than one province the Committee may find that some 
readjustment is necesSiary of the present representation 
respectively of urban and rural areas and we attach great 
importance to securing genuine and effective representation 
of rural interests. With the broader aspects of female 
suffrage we shall deal in our next paragraph. 

In agreement with the provincial Governments, we would 
prefer that Parliament should not commit itself to the 
appointment after fifteen years of a second Franchise Com- 
mittee. 

, 29. Female suffrage. — ^In the first volume of their report 
the Commission devote a s,eparate chapter to the increasingly 
important part now being played by the women of India in 
social reform and generally in public affairs. They consider 
that the women’s movement holds the key of progi-ess and 
observe that the results it may achieve are incalculably great. 
This estimate of the importance of the women’s movement 
leads the Commission to conclude that India cannot reach the 
position to which it aspires, in the world until its women play 
their due part as edxrcated citizens. 

The suggestions for the enfranchisement of women made 
by the Commission in the second volume of their report 
follow directly from the conclusion which they reach in their 
first volume. The Commission observe* that while 
provincial legislatures in exercising the option allowed 
to them of enfranchising women on the same terms as mea. 
have made a gesture of high significance, it has remained 
only a gesture, because few women in India own proper^ • 
in their own right. In consequence, under the present 
franchise the proportion of women as voters is still extremely* 
low. In order to correct their proportion the Commission 
recommend the addition of two special qualifications for 
women voters ; namely, being the wife over 25 years of age 
of a man who has a property qualification to vote ; and, 
secondly, being a widow' over that age whose husband at the 
time of his death was so qualified. In addition, under the 
Commission’s scheme, women over 21 years of age who 
possess the suggested educational qualification would also be 
enfranchised in their own right. 

These suggestions have called forth much criticism apd 
we doubt whether they would be acceptable to any consider- 
able section of opinion in the country. The argumenti 
against the Commission’s proposals have been well set out 
in the report of the Government of the United Frovinces, in' 
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wMch it is suggested that in the existing conditions one 
practical result of the proposal would be to give to the family 
of the low caste Hindu voter, whose wife is able to go to the 
poll, a second vote ; and thus give them twice the voting 
power of many of the higher castes, and also of many of the 
Muslims, whose wives would be debarred from recording 
their votes by the operation of social custom. At the time of 
the last reforms the enfranchisement of women was considered 
by the Joint Select Committee of Parliament, who felt that it 
was not desirable that they should attempt to settle the ques- 
tion themselves. Their view was that the enfranchisement of 
women goes deep into the social system and susceptibilities of 
India, and is therefore a question which can only prudently 
be decided in accordance with the wishes of Indians consti- 
tutionall}!'- expressed: It was in pursuance of that view that 
provision was made in the electoral rules of each province 
leaving the decision on female, suffrage to the provincial 
legislature. In their replies to the present reference the 
majority of provincial Governments have taken somewhat the 
same line. We agree with them that it would be unwise to 
attempt to force upon India measures for the enfranchisement 
of great numbers of women. We suggest, therefore, that this 
matter should continue to be left to the decision of the pro- 
vincial councils, and we consider that the subject can well 
be dealt with by them in the constitutional resolution to 
which we have referred. So long however as the principle, set 
out by the Joint Select Gommittee of Parliament is main- 
tained, we think it to be a proper course that the suggestions 
of the Commission for the special enfranchisement of women 
should be further investigated by the Franchise Committee. 

Communal representation. 

30. The Hindu-Muslim impasse. — The problem of com- 
munal representation has been rightly described by the Com- 
mission as a highly controversial and* most important subject. 
On its solution will depend in no small measure che success 
or failure of the new constitution. 

The Commission’s- report contains a carefully prepared 
and closely reasoned examination of the issues at stake. The 
conclusion reached is that in the absence of agreement between 
the BQndus and the Muslims, the. Commission* “ are com- 
pelled to assume in this matter, a continuance of separate 
communal electorates ”. If there are to be communal elec- 
torates, the outstanding question left for decision is the pro- 
portion of seats in the various provincial councils to be set 
aside for Muslim members. After expressing a hope that a 
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renewed effort will be iaade between the two communities 
themselves to reach ah accommodation, the Commission 
offer several general expressions , of their opinion. They 
hold that in view of the weakness of the Muslim minority in 
six out of the eight provinces, the present scale of weightage 
m favour of Muslims in those six provinces may properly be 
maintained. On the other hand, the Commission range them- 
seii'es definitely against the full claim put forward by the 
Aluslim community that, while retaining their weightage in 
the six provinces, the present proportion of seats secured to 
Alusiims by separate electorates' in Bengal and in the I’unjab 
should be enlarged to figures proportionate to their ratio of 
population. Seized with this. dilemma, the Commission offer 
the Aluslim community a choice between two alternatives 
either, so it would appear, representation on a basis of the^ 
population in Bengal and the Punjab, but with the loss 4 
their weightage in ttie six provinces ; or joint Msectbrates ' 
mutual consent in Bengal and the Punjab and the existing^ 
.scale of wmightage elsewhere. There has been no indication ’ 
hitherto on the part of the Muslim community of any dik 
position to accept either of the two alternatives suggestef 
for their consideration by the Commission. Nor has the com- 
munity given any support to the scheme outlined in appendix 
Vni of the report for substituting for communal electorates 
a plan which purports to combine joint electorates with the 
exclusion of candidates unacceptable _ to the community 
affected. 

While the Commission hold the view that, in the absence 
of agreement betvveen Hindus and Atuslims, communal elec- 
torates must remain, the majority of the Indian Central Com- 
mittee believe that wider considerations must override the 
wishes of i^articulaf communities, and recommend that 
communal electorates shoxild be abolished. Their proposal 
is that in provinces other than Bengal seats should be 
reserved in joint electorates either on a population basis or 
■on their voting strength, whichever may be more favourable to 
them, and that they should be permitted to contest other seats 
in general constituencies beyond the number actually reserved 
for them. The Committee proposed that in the Punjab the 
Hindu and Sikh minorities should be given the privilege 
which they I'eeommended, for Muslim minorities elsewhere. 
Hut for Bengal they ■ suggested that there should be no 
■separate electorates and no reservation of seats, and that the 
two communities should vote together in a joint electorate. 
These majority recomraendations of the Committee were ex- 
tremely distasteful to two out of the three Aluslim members 
of the Committee, and drew from them a vigorous minute 
'Of 'dissent. ' 


Lastly, we take this opportunity to refer to the solatio]i 
•put forward in the Nehru report, whose authors took tire 
line, first, that separate electorates must be completely dis- 
carded as a condition precedent to any rational system of 
representation ; second, that the . reservation of seats for 
majority co m munities • is indefensible ; and, third, that for 
Muslim miuorities there should be reservation of seats, when 
demanded, in strict proportion to their population, with the 
right to contest additional seats for a fixed period of ten 
years. This solution was no more successful than other 
expedients which have been proposed ; and its failure to 
attract Muslim support was one of the- reasons why the Xeliru 
report was subsequently discerned by its own promoters. 

(Since the publication of the rejicrt of the Statutory Com- 
mission little progress has been made by way of negotiation 
between the two communities. We recognize the need for 
an agreed solution, and would be reluctant in this despatch 
to write anjdhing that might hamper agreement between the 
representatives of the two great communities themselves. At 
the same time we cannot disguise from ourselves that the 
prospects of agreement seem remote. When the last reforms 
were introduced, the Lucknow pact held the field, and 
throughout the proceedings of the Joint Select Committee 
was given binding force. That pact is no longer acceptable 
to either party ; and if the decision of the problem be left to 
Parliament, unaided by agreement between the parties, no 
easy solution can be found on the lines of a maintenance of 
the status quo. The change effected by tbe withdrawal of the 
official bloc is also important, and brings the communal ques- 
tion into greater prominence, for mth the disappearance of 
the neutral element communities are driven to rely exclusively 
on their own representation. Their relative strength, there- 
fore, becomes a matter of still closer interest. 

# . , 

We do not propose to traverse the arguments, theoretical 

and practical, against communal electorates. We are fully 
conscious that separate communal representation assumes a 
special significance as the responsibility of the executive to 
the legislature grows more complete. At the same time in 
agreement -with the Statutory Commission and with every 
provincial Grovernment, we are constrained to the opinion 
that the privilege which they now possess cannot and should 
not be taken away from the Muslim community against their 
wish. In provinces other than Bengal and the Punjab, every 
provincial government agrees that Muslims should retain 
their existing weightage if they desire it, and with this, expres- 
sion of opinion we agree. With , regard to Bengal, , the 
local Government state that, there is irreconcilable dis- 
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agreeinoBt betweea their Hindu and Muslim members. The ' 
European members of the Government have come to the con- 
elusion that representation on the basis of population is the 
fairest method of distributing the seats in the general consti- i 
tuencies : and that any wei^tage that is to be given to the 
non-Muhammadans in respect of their wealth, education or 
position should he allowed for in the special constituencies. ■ 
in the Ennjab the position is singularly complicated owing to 
the rival claims of the three communities ; the Muslims, the 
Hindus, and the Sikhs. The official members of the l-’unjah 
have worked out a carefulty balanced scheme for the com- 
position of the new ” provincial council, which gives th» 
Muslims a majority of two over Hindus and Sikhs combined, 
and a proportion of 49 per cenl of the house as a whole. The 
scheme satisfies neither the Muslim nor the Hindu nor 'the 


On the more general aspects of this baffling problem, 
we consider that it may he a legitimate grievance to deprive 
Muslms in the Punjab and Bengal of representation in the 
councils in proportion to their population merely beeans® 
of the weightage ' allowed to Muslim minorities elsewhere. 

At the same time we appreciate the objections to communal 
majorities in the legislature guaranteed on a population basis ■ 
at the wish of a majority community through communal con- 
stituencies. Various suggestions have been put forward for 
meeting these objections. Assuming legislatures returned 
from general plus special constituencies, it has been suggested ■ 
that in Bengal and the Punjab the general communal consti- 
tuencies should be so distributed as to give no commuuily by 
that means alone a clear majority in the legislature as a whole. . 
The majority community could he given communal consti- « 
tuencies on the population basis, provided they did not con- 
stitute a majority in the legislature, to obtain which it would 
have to succeed in returning members in elections to!#ome, at * 
least, of the special non-eommnnal constituencies. Another 
suggestion is that put forward by the official members of the 
Government of the Punjab to which we have already referred, 
where the Muslims though having a majority of two over 
Hindus and Sikhs combined would not command a majority 
in the house, the balance consisting of two seats allotted to i 
Europeans and one each to Indian Christians and Labour. 

A third suggestion is that communal discriminations though 
applied to electors should not extend to candidates. Thus a 
Hindu would he eligible under the electoral rules to represent' 
a Muslim constituency and vice versa. 

The existing differences between the voting strength 
and the numerical strength of the various communities li» 
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at tlie root of the present difficulties. "When witii the exten- 
sion of the franchise these differences disappear and the 
voting strength more correctly reflects the population, the 
justification for communal electorates for majority com- 
munities would cease. The perplexity which now presents it- 
self of deciding between the apparently irreconcilable claims 
of rival communities would have passed away. In this view 
the adjustments now to be made may be regarded as serving * 
what we hope is merely a temporary purpose. We agree, 
as already stated, that the privilege of communal electorates 
where they now exist should not be taken away without the 
consent of the community concerned, and that such consent 
should require the votes of two-thirds of the members in the 
legislature of the community concerned. But we attach 
importance to providing machinery in the Act for the dis- 
appearance of such electorates and for their future replace- 
ment by normal systems of representation more suited to 
responsible self-government on democratic lines. 

31. The representation of the Sikhs. — ^We have referpd 
briefly in the preceding paragraph to the bearing of Sikh 
representation on the adjustment of communal proportions 
in the Punjab legislative council between the Hindus and 
the Muslims. The problem arises only in the Punjab. In 
no other province are the Sikhs given separate representa- 
tion. Their communal electorates in the Punjab date from 
the last reforms. The authors of the Joint Report, whose 
condemnation of communal electorates is well known, made 
an exception in the case of the Sikhs on the ground that in 
the Punjab they are a distinct and important people, who 
supply a gallant and valuable element to the Indian army, 
but who are everywhere in a minority and for that reason 
go virtually unrepresented. They accordingly proposed to 
extend to the Sikhs, and to the Sikhs alone, the system 
already adopted in the case of the Muslims. The Sikh claim 
was specially considered by the Franchise Committee of 
1918-19 and they were given 12 out of 94 seats in the Punjab 
legislative council. They have consistently expressed dis- 
satisfaction with this proportion, and Sikh leaders have 
adhered to a claim that they should have not less than 30 per 
cent, of the total seats. The present position, as we 
understand it, is that the Sikhs are prepared to accept joint 
electorates provided that the Muslims agree, hut that if 
communal electorates are retained in any province they 
should be assured in the Punjab of representation on the 
basis at least of their voting strength. As the voting strength 
of the Sikhs on the present property qualification is consider- 
ably in excess of their proportion of the population, this claim 
could be accepted only at the expehse of the Muslims or the 


Hindus. The proportion given in the scheme prepared by the 
official members of the Government of the Punjab, though 
higher than the population basis, is less than the voting 
strength of the Sikh co m munity. In his minute of dissent the 
Sikh Minister of the Punjab has expressed a warning that the 
arrangement proposed by the official members is not accept- 
able to two powerful communities, and that they are not 
prepared to surrender on the point. Put in its crudest form, 
the clami made by the Sikhs is that the British conquered 
the Punjab, not from the Muslims, but from themselves ; 
and that if responsible self-goveniment is now introduced, 
they will not submit to a system which places the Muslims 
in a permanent majority over both Hindus and Sikhs com- 
bined. We have given careful consideration to these diffi- 
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put forward by the 
official members of the Government of the Punjab. , , , 

32. The representation of Europeans. — ^With the other 
classes of communal representation we can deal more briefly. 
There can be no doubt that for the representation of 
Europeans their existing separate electorates must be main- 
tained. We accept the principle that their representation 
should, if possible, be in its present proportion, and in pro- 
vinces where they at present rely on nomination they should, 
in our view, if this be found practicable, be returned by their 
own electorates. 

33. The representation of Anglo-Indians. — We agree 
that as regards the number of Anglo-Indian seats the object 
in view is io secure to the community an adequate oppor- 
tunity of making its views known in the legislature through 
suitable representatives ; and that no question arises of 
trying to allocate seats on the basis of such factors as popu- 
lation and political influence. The community is faced with 
very special problems of its own. Its main interests may be 
summed up as entry to the services and educational facilities. 
So far as concerns the former the field of employment which 
is of purlicular interest to the Anglo-Indians, is to be found 
under the central Government, especially in the Eailways and 
the Telegraph department, and in a later passage we refer 
specifically to the possibility of giving such protection as may 
be practicable to their position on the railways. But their 
educational problems fall within the provincial sphere, and 
we regard it as important that they should be enaWed, parti- 
cularly from this point of view, to make know their needs 
and their case. Subject to further investigation by the 
Pranchise Committee,, we. are disposed to accept the sugges- 
tions of the Comroission for increasing the total number of 
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seats allotted to Anglo-Indians, and to think that wherever 
possible their representation should for the present be by 
separate electorates. 

34. The representation of Indian Christians.— The Com- 
mission state themselves to have been impressed by the 
fact that a representative deputation of Indian Christians 
which met them in Delhi evinced their readiness to be merged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation of seats in the 
case of In^an Christians in place of separate electorates. 
The present position is that Indian Christians have separate 
electorates in the Madras Presidency where the community 
is particularly strong and returns five members ; everywhere 
else any representation they have is by nomination. From 
representations made to us since the publication of the Com- 
mission’s report, we understand that the Indian Christians 
of Madras are far from willing to surrender their separate 
electorates, and we endorse the view of the Covernment of 
Madras that the community in that province should not be 
deprived of its privilege without its consent. Provincial 
replies indicate that in some provinces reservation of seats 
may present considerable difficulties, and that where separate 
electorates cannot be formed, the In&an Christian community 
may still need to rely for its representation on nomination 
by the Governor. 

35. The representation of the depressed classes. — The 
suggestions made by the Commission for the representation 
of the depressed classes have been much criticized by the 
provincial Governments. The difficulty of framing for each 
province a definition of the “ depressed classes ” is probably 
inherent in any scheme for the special representation of 
this class other than by nomination ; but the Commission’s 
proposals place a peculiarly embarrassing duty on the 
Governor to certify candidates authorized to stand for the 
depressed classes ; and the proportion of representation 
which the Commission suggest, namely, in the ratio of three 
quarters of the proportion of the depressed classes popula- 
tion to the total population of the electoral area of the 
provinces, seems likely to be unduly high. The Government 
of the United Provinces have calculated that in that province 
the Commission’s proposal would result in the return to 
the provincial legislature of no less than forty members in 
place of the single nominated member who at present 
represents the community. The whole problem of the re- 
presentation of the depressed classes will require care- 
ful investigation by the Franchise Committee ; and at this 
stage we only wish to make plain that in our view their 
adequate representation should be secured by the best means 
that may be found practicable* ; Though there are some 


may be found practicable* ; Though there 
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differences of opinion within the oommnhity, recent meetings |; 
of depressed classes associations have re-affirmed their belief 
in separate electorates. 

Bb. The representation of non-Brahmins in Madras.— 

We agree that the reservation of seats for non-Brahmins in 
Madras is no longer necessary. 

37. The representation of Mahrattas in Bombay. — The 

recommendation of the Commission is that the time has not 
yet come for the abolition of reserved seats for Mahrattas ; 
but that it may be possible to abandon reservation in some of 
the constitnencies in which seats have hitherto been set aside 
for the Mahratta commnnity. The local Grovernment have 
expressed no opinion, and, pending further examination by 
the Franeluse Committee, we retain an open mind. 

Special representation. 

38. The universities. — We come now to special, as 
distinet_ from communal, representation. The Indian 
university seats date from the time of Lord Dufferin ; when 
they were instituted in the anxiety to make nse of 
corporate body of opinion that then existed. When , f 
present reforms were introduced Lord Chelmsford’s Grove: 

, ment found some difficulty in reconciling themselves to 
their retention. The Statutory Commission, though with 
considerable hesitation, recommend that they should he 
preserved, but the number of seats should not be increased. 

Ail provincial Groverntnents, except the Government of Bihar 
and Orissa, agree in retaining university representation, 
and the same view is taken by the Indian Central Committee. 

In face of this evidence we are prepared to accept the con- 
tinuance of special university representation, but we take 
the opportimity to express agreement with the suggestion 
of the Indian Central Committee, which is supported also f > 
by the Governments of Madras and of Bengal, that in order ■ 
to secure a more adequate representation of learning and 
the return of representatives possessing special academic 
qualifications, the franchise in these special constituencies 
should not extend to graduates generally, but should be 
confined to members of the Senate or the governing body. 

We would observe that this change would not disfranchise 
the general body of graduates, who may be expected to 
retain their votes in, general constituencies, even in the 
absence of the new literary franchise qualification which the 
Commission have proposed. , ■ 'y 

39. The great landholders. — The Commission deal at 
some length with the - special representation of the , ; y yp 

landholders, and come; To the oonolnsion that since person! ; . ill 
:po,ssessing the, specfeL franchise qualifications prescribed,- 






laiidliolders ’ constituencies have been returned in consider- 
able numboi's for general constituencies, their special repre- 
sentation is no longer required and should be abolished. 
The recommendation of the Statutory Commission conflicts s 
with the view’’ expressed by the Indian Central Committee 
that this class of special representation should be retained. 
Every provincial Government, except the Government of 
Assam where there is no special* I’epresentation of land- 
holders, agrees with the Indian Central Committee, and con- 
siders that the special representation of the great landholders 
is still needed, in view'- both of the position of that class in the 
country and of the steadying effect which it is likely to have 
in the new' legislatures. The suggested abolition’ of their , 
special representation has been received wo’th feelings oip 

1 - resentment and dismay by the great landholders themselves, ' 
and one of the first steps which they took on learning of the 
proposal was to forma representative delegation to "present 
to His Excellency the Viceroy an address, containing a 
weighty protest against the withdrawal of their present 
privilege. Particular objection has been taken by the land- 
lords themselves to the suggestion made by the Commission 

I that, in the event of their failing to secure representation 
equivalent to the present number of their special constitu- 
encies, their ];epresentation should be obtained by nomination. 

We have ourselves no liesitation in holding that this 
form of special representation should continue." Both the 
arguments and the statistics used by the Commission might 
to our mind have been used with equal effect to destroy the 
.special representation either of commerce or of the univer- 
sities, both of which the Commission retain. We have no 
reason to think that there was any intention on the part 
either of the authors of the Joint Eeport or of the PrancMse 
Committee, over which Lord Southborough presided, to 
restrict the landholders to representation by their special 
constituencies. On the contrary, there were at the time 
frequent expressions of the view that their entry into political 
life should be encouraged. The success in" general con- 
stituencies of persons possessing the special landlord quali- 
fication can rightly be regarded , as a healthy sign of a 
greater readiness on the ' part of a conservative class to 
recognize their obligations and take tip political responsibi- 
lities under an increasingly popular system of Govern- 
But prejudices still survive, and unless special 
oo'nstituencies are retained, many leaders of this important 

I , class may still be unwilling to expose themselves to the 
..’hazards of election by general constituencies ; and those 
^«^oldePs vhoiare. Aleoted/^y., general .ppnstituenoies. may 
tb be'/.';pp]fbpnesehfa|it:ie’'mf/.|h^ 'interest.' 


fouch questions as tenaiiey and land revenue measures may 
be expected to occupy more prominently the attention of the 
provincial legislatures in the near future, ami in the con- 

landlords can' reasonabh- claim 
tion not be deprived of their sjieeial rejn-esenrH- 

tion, at a time when the^ extension of the franchise may w<>11 


nruiS/ft ^T™*' om-selves to the acoeptaace of aar 
S Af + 1 ? ?? }®8'islatures the special representa- 

... ' ^ g'lcat landholdors should bo proportionate to 

Sf® difficulty in accepting a principle ; 
®^®«*orates for these specijil cL-'i 
nf ?i ''""^■ssanly small, and cannot be widened by a 
of tiS TAT?i qualification without destroying the value 

„ The^ general view of the . - 


Sellrif should' be 'som; im.; 

SSt of landlord seats. The Govern- ■' 

ment of Goinbaj and the Government of the Puniab each ' 

S'Shffid .to the present representation 

ot landJioldm s in those provinces. In Bengal the extent 

of the rep reputation of landholders in the^ lower house 

amf ISl establishment of a -second chamber, 

nrleiStim govern the specml 'i^^ 

Wb- ^ landholders in the United Province^ 
T-ii Orissa. The precise extent of their 

tion W flvA P clearly a matter for investiga^ 

tion bj the Franchise Committee. But on the broad issuel 
whether or not there should be special constituencies for' 
the represptation _ of the great landholders, we have no 
Hesitation in accepting the view of the Indian Central Chm- 
mittee and of the provincial Governments that thev should be 
letained, both m the central and in the provincial legislatures. 

industry.-We endorse the propo'S* 
of the Statutory Commission that the special representation 
of eommepo mid industry sb,ould be preserved. We see 
no reason to differ from the detailed recommendations wbidit- 
some provincial Governments have made in this matter. 




representation, of labour is 
a expedingly difficult problem. When the present reforms 
were introduced, schemes were drawn up by the Govern- 
ments ot Bombay and Bengal in response to a recommenda- 
tion _ of the Joint Select Committee of Parliament to form 
specia, constituencies, for wage-earners in the cities of 
rfomhay and Calcutta. .On further consideration the Joint 
Select Committee of Parliament decided that it would be 
impolitic to persist in an, experiment which those best quali- 
fied to judge regarded ;mth- considerable mi8giyingsf--:di,i&i 
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consequence the representation of labour was left to nomina- 
tion by the Grovernor, six seats being set aside for that pur- 
pose, and distributed between the provinces of Bombay, 
Bengal, Bihar and Orissa and Assam. 

The problem was next considered in 1924 by the 
J?,eforms Enquiry Committee which recommended that the 
representation of factory labourers in the provincial councils 
should be increased, and that the local Governments 

should be asked to formulate proposals. The Com- 

mittee expressed the opinion that, if possible, representation 
should be by election. On examination it was not found 
, possible to introduce an elective system in any province, 

\ and the action ultimately taken on the Committee’s recom- 

mendation was merely to add four nominated seats, two in 
Bombay, one in the Punjab and one in the Central Provinces, 
giving a total of ten seats in the nine provinces including 
Burma. It was recognized at the time that criticism 
might be directed to the fact that the only response 
; to the recommendation of the Committee was to increase 

i from six to ten the number of seats definitely assigned to 
the representation of labour in a country which claims a 
prominent place in the industrial countries of the world and 
whose legislatures are avowedly designed to give separate 
representation to separate classes of interests. It was felt 
however that in spite of the actual and potential importance 
of India as an industrial factor in the world’s economy, 
her workers were not then sufficiently organized or sufficiently 
differentiated in aim or outlook from the general population 
. to warrant the creation of artificial means whereby they 
might be provided wnth representatives in the legislatures, 
'fhe conclusion therefore in 1926, as in 1920, was that all that 
was necessary or possible was to enable the point of view 
of the still immature workers’ organizations to_ be effectively 
voiced by competent exponents who had made it their special 
, ^tffdy. 

I The Indian Central Committee have recognized that un- 

I organized labour mynt remain unrepresented until the 

I fi'anchise has been lowered to a sufficient degree to enable 
them to win representation in the -general constituencies ; 
bnt, holding the view that India is on the threshold of a 
great industrial development, they regard it as of the highest 
importance that means should be provided by which organized 
; labour may he enabled to make its wants known in the legis- 
latnres through representatives of its .own. The Committee 
‘t;[fi,^bordingly proposed to set apart eighteen seats for the re-' 
|«^S(?!ntation. qf organized labonf #,''ibe. eight provinces and , 
wwnimended thnt in Bombay;;||qaK;||^||tshoffi^ he reserved, 
for labour ip.' fpnp ja the 


other provinces representation shcmkt be iiy separate elw^S 
torates. ■_ 

The Statutory Oomitiissioji proceed witli greater cantioail 
and, Major Attlee dissenting, suggest tiuit, peiiding furthatl 
investigation by the Eoyal Oommissiou <tii fjabour in India;:4| 
in every province the Governor siuiuki htt\'e the duty off- 
drawing up rules for securing labour representation by th^| 
means which in existing circumstances are the best avail;i;fe 
able. If the Governor finds that for the present he maslfs 
still resort to nomination, he should consider udiether there 
are suitable labour organizations wliieh he might consult;. 
Jiefore making his choice. ' 

"We accept the principle that the special represetitafiii^1» 
of labour should remain, at least until such time as with the 
extension of the franchise the great-majority of their tnuahers 
qualify for a vote in the ordinary constituencies. We would ;; 
prefer that their representation should where possilde he,| 
by election ; but are bound to admit that the possibilitiG.s olLI 
this still seem , remote. Three provincial Governments, . ; 
namely, those of the United Provinces, the. Punjab ahif 
Assam, make it clear that they see no presbBt alternativo iffl 
nomination. We are ourselves reluctant to throw the whoteS 
burden of decision on the Governor in person and wouli| 
recommend that the problem should be further exanfined 
the Franchise Committee, before decisions are 
as to the mode or the extent of labour representation'^'m.tlH 
nev" councils. i* 

Provincial executives. ffS 

42. Unitary Cabinets. — ^We accept the recommendations 

of the Statutory Commission that the provincial OabijS 

should be unitaiy with every member accepting respomsib^H 
for the whole policy of the provincial Government. We 

that provision should be made that the only vote of cen^H 
which could be proposed would be one against the ministry '^^H 
whole carried after duo notice. We also endorse the sugg^r ■ 
tion that the existing scale of salaries should be alteral;^^H| 
by a provincial statute. .■■.'fifl* 

43. Official ministers. — ^More diffiq|4t questions arise out 

of the suggestion that when forming his Cabinet the Governor 
acting under the superintendence and control of the Governor 
General, should decide whether or not to include in \i one oh 
more non- elected persons. The Commission propose th 
such persons, if included within the Cabinet, shoukl bee 
ex-officio members of the legislature and they have indiea 
that they would, ..so! th^ conceive, ordinarily he ■ 
officials. , ' ■/; v.-- - ' 

There '|iffview;iin.- 

provincial' Gov 



of Madras would provide that no person other than an 
elected member of the legislature should be appointed ..to 
the ministry except on the recommendation or with the con- 
sent of the chief minister. The G-ovenmaent of Bombay 
would exclude ministers appointed from outside the council 
on the ground that their inclusion would be contrary to the 
principle of responsible government. There are differences 
of opinion among the members of the Government of Bengal ; 
some favour a statijtory rule requiring the presence of an 
official in the ministry ; others prefer to leave it to the 
discretion of the Governor ; and others again are opposed 
to any official element in the Cabinet. On the other hand 
all members of the Government of Bengal are agreed that, 
save an official, no person who is not already a member of 
the legislature shoiild be eligible for inclusion in the. ministry. 
Some go further, and would make nominated members in- 
eligible. The Government of the TJnited Provinces have 
made an exceedingly interesting examination of the implica- 
tions and possible consequences of an official minister in the 
Cabinet. His Excellency the Governor and the service 
member of his council favour inclusion, but the other 
members of the Government consider that a principal secre- . 
tary would be more in keeping with the general scheme of 
the new constitution. All members of the Government of 
the Punjab, official and non-official with the exception of one 
minister, would specifically exclude any official minister. 

In the course of their comments the official members of the 
Govenune.ut state that this is a feature of the proposed 
constitution which has been specially singled out for attack, 
and that it has been and will be used as an argument to prove 
that the responsibility of the Cabinet is intended to be unreal. 

In order that no ground should be left for this allegation, the 
official members of the Government of the Punjab are pre- 
pared to abandon any official element in the future Cabinets, 
provided that other provision be made to secure to the Gov- 
ernor tlie advice which he will need. A very similar line of 
reasoning is found in the letter of the Government of Assam, 
who state that the mere retention in the hands of the Gov- 
ernor of the power to appoint an official is likely to be misun- 
derstood. and to engender, suspicions detrimental to the accept- 
ance and working of the new constitution. The Government 
of Bihar and Orissa hold that owing to difficulties in its 
operation ibe appointment of an official minister will be the 
exception rather than the rule, and that this device for mak- 
ifig official experience available for the ministry and for the 
Governor will not ordinarily be effective. They would, liow- 
.. . ever, accept the provision in the discretionary form suggested 
tM _ Commission to mbet ^exci^iitidfial ffifcumstauees.y ;£or_. 
tko tempbrary_^appdi4^l^^;|kf'_^ official to avoid aai 


38 


inlerrogiiuni. The preponderance of opinion in the Govoni- 
ment of the Central Provinces is that all members of the Cabi- 
net should be chosen from the legislature. 


The suggestion that the appointment to the Cabinet of 
one or more officials should be discretionary^ \\itii tlie 
Go\mrnor has certainly been distasteful to Indian opinion, 
and we are impressed by the general consensus of opinion 
in the replies of the provincial G-oveinirnents that an official 
minister would be difficult to maintain fti office ag’ainst the 


wishes of his colleagues and would be ineffective. We h.ave 


no hesitation in holding that there should be no statutory 
requirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor’s pro- 
vince. We would be reluctant, however, to depart from the 
recommendation of the Commission that there should be a 
discretionary power with the Governor to make such appoint- - 
meut should circumstances so require. We can conceive a 
situation arising in more than one province in which 
ministers may welcome an official colleague possessing ’svide 
administrative experience, and in times of communal tension , 
ministers may themselves wish to place a particular portfolio 
in the charge of an official, whose impartiality would be above; 
suspicion. In Bengal there is the risk, to which the local Gov- 
ernment refer, that it may be difficult to find non-officials 
willing- to take on themselves the responsibilities for Law and; 
order in the province. We have no doubt that, before 
appoiiiting an official, the Governor would- first have informed , 
himself fully of the probable attitude of the other members of 
the Cabinet, and on the whole we think it likely that nn official 
member would seldom be appointed, and that, if appointed, 
his appointment would rest on general consent. But for the; 
reasons which we have given we agree with, the Commission 
that the Governor should be free to exercise discretion in the 
matter. A suspicion exists that the appointment of officials 
may be used to restrict the scope of responsible self gio 'irnr 
ment, but we have endeavoured to explain that, in our vie-w 
of the use which the Governor will make of his dis<iretionar’y , 
poAver, such suspicion is unfounded. If, hoAvever, it rvas 
thought desirable, Ave would agree to a suitable provision oR - 
the point being inserted in the Instrument of Instrifctions to ; 
GoA’-eniors. ' 


One of our colleagues, however, finds himself unable tc 
accept the position which we haA-e adopted on this niatter,^ 
and considers that the Governor should possess no power to 
appoint official ministers, whose presence in the Cabinet our 
ebfleague finds him^ff unable to reconcile with the princir" 
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44. Nx>n-elected uon-ofiicials. — With regard to the inciu- 
sion in. the Cabinet of non-official non-elected persons, we con- 
sider that objections can be met by provision on the lines of 
snb-section (2) of section 52 of the present Grovernment of 
India Act that, save an official, no minister shall hold office 
for a longer period than six months, unless he is or becomes 
an elected member of the legislature. 

45. Communal representation in the Cabinet.— Minority 
communities attach great importance to -securing representa- 
tion in the Cabinet, and disappointment has been expressed 
at the conclusion* reached by the Commission that it is 
impossible to have any rigid and formal provision iu the 
matter. The claim that Muslims should be guaranteed 
Cabinet representation was put f onvard as one of the de- 
mands of that community in the resolution of the all-India 
Iduslim Conference which met at Delhi, on the 1st January 
1929, and the counterpart to the Muslim demand is found in 
claims put forward, for instance, on behalf of Hindus and 
Sikhs in the Punjab. The problem is discussed at some 
length in the letter of the Government of the United Pro- 
vinces, and interesting references to the attitude of the Sikhs 
and of the Hindus in the Punjab will be found in the minutes 
of the Hindu and Sikh Ministers respectively of that province. 

We agree that for the reasons which the Commission 
have given it will be difficult to make statutory provision 
guaranteeing representation in the Cabinets to minority com- 
munities. The view which we take is that in practice the de- 
sire for peaceful administration will in the natural course of 
events lead the majority to enlist representation from other 
communities in the formation of the Cabinet, and further in- 
ducement in the same direction wdll be derived from the par- 
liamentary value of minority groups. We believe, therefore, 
that where the minority is influential and commands support 
in the legislature, it will be able, with some confidence to count 
upon Cabinet representation ; where the minority is small, 
the prospect of its representation must necessarily be more 
doubtful. We do not fail to recognize the strength of minor- 
ity apprehensions regarding the composition of the nevr execu- 
tives and for that reason we are prepared, if no other 
means of meeting these apprehensions can be suggested, to 
give a general support to the suggestion put forward by the 
Government of the United Provinces that the Instrument of 
Jnstruclions to the Governor should include an obligation to 
attempt to secure representation of a minority community 






ill the Oabiuet, where such minority is in his opinion of 
dent importance to warrant it. 

4b. The chief minister.— It follows that we do not 
template leaving the selection of ministors to a chief minister 
The formation of the Cabinet must be recognized to be :| 
responsibility imposed by^ the constitution on the Goventiotl 
The position has to onr mind been correctly stated by the Sta« 
tntory Commission. We share _ with the Comiais.sion die 
expectation that there will ordinarily^ be a chief^ minister 
whom the Governor Would consult before appointing other! 
ministers. But the minority prolilein makes it essential that 
there should be no constitutional requirement for the appoi: 
ment of a chief minister in all provinces. The misgivic 
of the minorities would be immensely aggravated if, ’ 
function of the Governor were to be limited to selectihgflvlf^ 
minister and leaving to him the choice of his colleag 
That method might be found appropriate in some provinces 
where the minority problem is not acute and where political 
conditions are comparatively advanced, and we have no .donbt| 
that there, while the constitutional responsibility will continu^f 
to rest with the Govenior, the precise relationship betwee;! 
the Governor .and the chief minister in the formation of ti ’“ 
Cabinet would rapidly come to he governed by convention 
locally established. In other provinces, where conditions mi 
he less favourable, pnbEe feeling may require that the select!^ 
of each member of the Cabinet patently rests with the Gov^ 
nor alone, though exercised, as it must inevitably be, after ! 
has first informed himself of the state of political opinion ai 
the relative position of the various parties in the legislatuf 
In such provinces we anticipate that Cabinets may for soiM 
years to come require to be formed definitely on coaliiio| 
lines. ■ ■ " ■ ■ . . > , . 

47. The Cabinet secretary.— Tbe improbability on 
we have remarked that reliance can be placed on the presh ' 
in the provincial executives of official imnisters„haa4it»'wHM 
increased attention on the part of the provincial Governipenl 
to the suggestion made by the Commission* that there sbouV 
be established a post of secretary to the Cabinet hel(ifeby 
civil servant who would not only be responsible, 
the record, but would have direct access to the Goveri 
The official members of the Government of the Punjab h« 
t^en up this suggestion, and give it prominence as a cone 
Eon of their assent to the abandonment of official ministdi 
They contemplate , a principal secretary who would also i 
the t. abmet secretary, but with enlarged functions andin eP 

, ' ■ lyolume II, para. 51; ; ’ ' 
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touch with the Governor, the ministers and all depart- 
ments of tlie secretariat. Similar support is given to the 
pi‘oposal by those members of the Government of the United 
Provinces who do not favour an official minister. On the 
other hand, the Govermnent of Madras, while they 
support the appointment of a Cabinet secretary, place 
him definitely under the control of the chief minister and 
allow him no access to the Governor without the knowledge 
of the ministrj^ In other provinces recognition of the need 
for supplying the Governor with competent official advice has 
produced suggestions v?hich, while they coincide in their in- 
tention, differ in their form. The Government of Assam ad- 
vocate the appointment of a financial adviser of high stand- 
ing, who would be the head of the Civil Service and outside 
Cabinet. The view personally expressed by His Excellency 
^ the Governor of Assam is that he regards the presence of a , 
financial adviser as a necessary condition for the establish- 
ment of a fully responsible Cabinet, and that it is only on. the 
understanding that such an appointment would be guaranteed 
that ho is able himself to recommend for Assam the appoint- 
ment of a ministry entirely drawn from the legislative oonncil. 
The suggestion is put forward not only on the ground that it 
will be necessary to supply expert advice on financial and 
revenue matter^! to individual members of the Cabinet or the 
Cabinet as a whole, but to ensure that the Go'i'ernor shall he 
able to rely on administrative experience of a high order in 
the event of a breakdown, and to secure the efficient working 
of the permanent civil service. The views of the Govern- 
mejit of the Central Provinces tend somewhat in the same 
direction. They hold that the need for expert advice to the 
ministry and the advantage of having an official of standing 
in close touch with the Governor and his ministers are patent. 
They suggest that the best plan for securing this advantage 
will be to arrange for a financial or revenue adviser or 
Commissioner, who might attend Cabinet discussions when 
his presence was desired by the Governor or the ministers, 
and they believe that such a plan would be preferable to 
that of a Cabinet secretary standing in some special relation 
to the_ Governor. The Government of Bengal support the 
Comroission’s proposals for the appointment of a Cabinet 
secretary, but recognize that the Governor may still be left 
in ignorance of important facts affecting the atoinistration. 
They suggest that the Governor should have an expert ad- 
: viser on his personal staff. The, need for supplying the Gov- 
ernor with special official assistance in the discharge of the 
onerous responsibilities which will pass to him under the new 
"•"stem is nowhere more strongly Expressed than in the letter 
tbfi Goyej;nment of Bihay^apjl'^jflssa. ,The dutiep likely to 
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fall to the expert adviser are discussed, and His ExeellCiiey 
the Governor presses for an appointment of that kind, to 
ensuj'e tliat the Governor is in a positioii to carry out his 
duties. • ' ’;;i| 

Through these comments there runs a (lonble line of /| 
thought. The first takes the point that the Cabinet itself will i 
reqidro assistance not only for the maintejianeo of its re- 
cord, but also that the members may have the benefit of past 
experience of Cabinet administration secured by a continuing t 
post. The second line of thought rel^ites to what ^Yo regard 
as a distinct problem, namely, the necessity of giving the 
Governor the assistance of experienced advice, more parti- 
cularly for the due exercise of his overriding powers. 

Of these two requirements the first could, in our view, 
be met on the lines suggested by the Commission for the ■' 
appointment of a Cabinet secretary. Such an officer would, 
as the Commission propose,* “ have direct access to the Gov- 
ernor, so that, whether His Excellency was present at a giviiu 
meeting or not, he wmuld be kept impartially and fully in- 
formed of the course of business ”. He would, as in Engiand, 
be llio servant of the Cabinet ; his function would be to assist , 
the Cabinet in the discharge of its duties and, though it || 
would of course be open to him to approach the Governor 
on au> matter, he would not do so without the cognizance of . 
ministers. 


48. Official advisere to the Governor. — ^We recognize the 
need which Governors will feel for experienced advice in the 
exercise of their overriding powers. There may be special 
circumstances in some provinces requiring special treatment, 
but, as a general practice, we contemplate, and to this 
we attach importance, that the various secretaries to Gov- 
ernment will continue to have access to the Governor. 
We anticipate that ministers will themselves approve this 
continuance of the present practice but will expect, and in our 
opinion reasonably, that they should be kept informed of any 
communications made to the Governor by their secretaries. 
We are indeed doubtful whether it is possible in this matter 
of supplying the Governor with experienced advice to make 
precise or specific provision. The Governor must be free to 
obtain advice from any source that he may select, and much 
will, of course, depend on the Governor’s own perscmality. 
We would assume that the local practice which may vary 
from province to province would grow and develop in such 
direction as local circumstances may render appropriate.. 

■ “ ■ ' ' ' 11 ^’ 
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49. The overriding powers of the Governor.— It is 

generally recognized that for the reasons given by the Com- 
xoission* it wonld be neither practicable nor desirable at once 
to create the position that the Grovernor should be bound 
on all subjects by the advice of his nainisters. The need for 
overriding powers is admitted by all who appreciate the 
ultimate responsibilties, which Parliament must still retain 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance which 
the minority communities will repose in the Governor for 
their protection. ’ 

Under the present constitution the powers of the Gov- 
ernor to override his ministers are theoretically unrestricted. 
With the exception of the Governments of Bombay and of the 
Central Provinces all the provincial Governments accept the 
views expressed by the Commission, first, that in the new pro- 
vincial constitutions the Governor should, on the administra- 
tive side, be given statutory power to direct that action should 
be taken otherwise than in accordance with the advice of his 
ministry only for certain specified purposes ; and, second, that 
in all such matters the Governor should be subject to the 
superintendence, direction and control of the Governor 
General. Similarly it is agreed that the purposes for wMeh 
the Governor is given overriding powers should be statutorily 
expressed. 

The view taken by the Government of Bombay is that, 
while the Governor appea rs ' to be the only authority to whom 
overriding powers can be entrusted, his responsibilities ai’e 
so great that with him must remain all powers not expressly 
transferred to the ministry and to the legislature and that it 
might be preferable not to embody these powers in the rigid 
language of the statute. On the other hand, the argument 
developed by the Government of the Central Provinces ques- 
tions the use of overriding powers over the normal adminis- 
tration of a ministry, and suggests that^ they should be left 
vague so as to cover only the obligations imposed on the Gov- 
ernor by his Instrument of Instructions. 

The view which we are disposed to take is that the over- 
riding powers of the Governor should be defined in the statute, 
but that no closer definition should be attempted than is made 
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by llie Commission.* If th(i powers A-ere to 
be so precisely specified as to be capable of judicial 
interpretation, a tendency might arise of subjecting all pro- 
ceedings of the ministry to the test of the overriding powers 
of the Governor. Any such tendency would in oin; view be 
■wholly inconsistent -with the spirit of the new constitution, 
and, i'f pursued, might well prejudice the entire scheme of the 
reforms. We are aware that some sections of Indian opi- 
nion with which one of us is in agreement would 
favour restricting the first of the overriding powers 
mentioned by the Commission to the subject specifically of 
law and order. But those who hold that view appear to. us 
to overlook the essential point that the purposes of interven- 
' tion are not necessarily co-terminous with the administration' 
of particular subjects. At the same time we wash to make 
it clear that we anticipate that the use by the Governor of 
Ms overriding powers will be infrequent and reserved for 
exceptional occasions, when no other course seems appro- 
priate. 


iiii 


■ 


There is one new category of overriding powers suggested , 
by the official members of the Government of the Punjab oa : 
wMeh some brief comment is needed. The proposal which • 
they make is that the Governor should possess special powers j 
to secure the financial stability of the province, and they * 
explain that they have in view some power to defer toe/' 
hasty action, in the interest of the broader financial issues. ■ , 
particular instances which they cite are the re- i 
linquishment of substantial revenue, or the acceptance of ■> 
large schemes involving progressive recurring revenue expen- - 
ditnre, which could clearly only be financed eventually by re- 
course to_ extraordinary receipts or loans. It seems clear that, : 
though in such matters the use by the Governor of over- ' 
riding powers_ might be due to an anxiety to maintain the ; 
financial stability of the pro'^ince, in effect an exceedingly wid^ 
measure of administrative interference would be involved.' ’ 
We are inclined to agree with the Commission that such a 
power of intervention is undesirable, and should prefer to ■ 
rely ou the Governor’s persuasion and guidance to prevent ■ 
uverhasty action. 




4.1. suggestion of the Oommisslont tha 

toe Governor’s power of securing the passage of rejected ME 
by certification and/his power of restoring rejected grant 
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siiould correspond to the range of his special powers to 
control executive action. 

50. Fundamental rights.— It has been represented 
to us that the overriding powers of the Governor 
for the protection of minorities will be ineffective, 
and we have been strongly pressed to provide sepa- 
rately for this purpose by a recital in the Act of funda- 
mental rights. In the time at our disposal it has not been 
possible for us to examine the question fully or in particular 
to investigate the difficulties, which arise both as regards the 
definition of such rights, and the selection of means by which 
they could be made effective. The subjects to be covered by 
these rights are by no means matter of agreement. Their 
nattire would require careful scrutiny. If they are expressed 
in the constitution merely as so many gezreral political 
maxims, they are unlikely to serve the jzurpose for which 
they are framed. On the other hand, at first sight there seem 
to us to be objections to making at least some of such rights 
justiciable. If administrative decisions of all kinds can 
be taken to the courts, grave disadvantages and em- 
barrassments may be expected to ensue. There' may, 
however, be some via media between these two alternatives. 
We refrain therefore at this stage from pressing our consi- 
deration to a final conclusion, but we remark that, owing to 
the importance which the minority conunmiities in particular 
attach to this matter, it is likely to form the subject of keen 
discussion at the Round Table Conference. 

51. Emergency provision. — ^While Parliament remains 
responsible that there are Govenmients in the provinces, and 
that they function, special provision is needed in the constitu- 
tion for a state of emergency in the event of a breakdown of 
the constitution. There has been little criticism of the sugges- 
tions made by the Conunission* to vest the Governors with ad- 
ministrative powers for that purpose and, subject to fur- 
ther examination in detail, we accept their proposals in prin- 
ciple. We remark, however, that under the present consti- 
tution Governors do not possess powers corresponding with 
those of the Governor General to make and promulgate 
ordinances, and it has been suggested to us that if powers 
of that description were now to be given to them, it might 
be proper to make the use of the power, except in sudden 
emergencies, subject to the consent .of the Governor General. 
We put forward this suggestion for your consideration. 

y .;; 52. Backward tracts. — The provision in section 52-A 
,; ef the ...Government of India , Act ; empowering the Goyerndr 
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General in Council to declare any territory in Britisti India 
to be a backward tract dates from tlie last rcfonns. 


it oriR'inates in 


recommendation made"' in the Joint 


Report that the typically backward tracts, where the 
people are primitive and there is no mateilal on which 
to found political institutions, should be excluded from tlic 
jurisdiction of the reformed provincial Governments and ad- 
ministered by the head of the province. Much care and con- 
sideration were spent both in the selection tsf areas declared 
backward tracts, and in the arrangements made for iheir ad- 
ministration. Broadly speaking, the result wuis the ci-eation of 
two classes of backward tracts, those wholly and those 
partially excluded from the jurisdiction of the reformed 
Govenimeuts. In the latter there are considera!)lo varia- 
tions in the degree of their exclusion. 

The Commission recognize that there are areas the in- 
habitants of which are in a lower state of civilization than 
their neighbours ; and agree that for such areas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases an area now notified ; 
as a back-ward tract is so advanced that its special treat- 
ment need not be contimred. Action on this suggestion has 
already been taken. There are no backward tracts in 
Bombay, the United Provinces or the Central Provinces. 
The Government of the Punjab state that there is now no 
need for the special treatment of Spiti and Lahaul. The 
Government of Bengal are investigating whether the 
Darjeeling district should continue to be in any degree ex- 
cluded from the normal constitutional arrangements of the 
province, and will report the results of their enquiries- later. 
The Govei'iimeut of Bihar and Orissa state that thei'o at'c 
parts of Chota Nagpur, of the Santal Parganas and perhaps 
of the Sambalpur and Augul districts, which neetl not be 
retained in a special position. In Assam, as in Bihar and 
Orissa, the backward tracts are of particular importance. 
Millie most of the tracts now notified must eontinne to receive 
special treatment, there is some difference of opinion about 
isolated areas. The opinion in Madras is that the existing 
backward tracts cannot yet be brought entirely under the 
normal administration. We welcome the re-examinaciou of 
the position which provincial Governments have matle and 
are making at the instance of the Commission, and accept the 
principle of reducing the humbOr and area of the baekwarc 
tracts wherever possible. ' There must, however, still remain 
large territories which ail are agreed must for some time to 
come remain outside, the scope of the reforms. For the future 
administration of these areas the Commission have made 
important proposals.'..; y-. 
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The Commission appear to haye been impressed pri- 
marily Avith the need to provide adequate funds for the 
development of the backward tracts, the most extensive of 
Avhieh fall within the poorest provinces, and reach the con- 
clusion* that “ only if responsibility for the backward 
tracts is entrusted to the centre, does it appear likely that 
it will be adequately discharged They fortify that con- 
clusion by the argument that if unitary ministries replace 
dyarehical executives, the backAvard tracts should on con- 
stitutional grounds be excluded from the area of responsible 
government. It is suggested that they should not, like the 
minor administrations, be placed entirely outside the borders 
of the GoAmrnors’ provinces, but the central GoA'ernmeiit 
should use the agency of the Governors for their adminis- 
tration, and by resort to its control of the all-India serAuces 
should enlist from the adjacent provinces the services 
of officials familiar Avith local methods. The Commission 
contemplate that members of the provincial, and possibly 
of the subordinate, services should also, AA-lien expedient, 
be obtained from the proAunces. The arrangements proposed 
for partially excluded areas contain even greater complica- 
tions. Partially excluded areas would continue to send re- 
presentatiA^es to the local legislature, and the Governor, as 
the agent of the central Government, AA'ould decide hoAA’ far 
local legislation should apply to them. The extent to Avhich 
the GoA’ernor aaIU act in consultation with ministers is to be 
regulated by rules made presumably by central authority. 
These tracts Avould be under the same system of taxation for 
proA incial purposes as the rest of the province, and the pro- 
vincial revenues raised AAuthin them must be spent upon thorn. 
i\nA- additional funds that Avere needed would come from 
ceniral revenues. 


We see grave difficulties in these proposals, Avhieh have 
been criticized l)y seAmral local Governments. For the 
administration of the Chittagong Hill Tracts, the Govern- 
ment of Bengal prefer to retain the present system with 
such modifications as may be needed. A similar vieAv is 
held by the Government of Madras for the future administra- 
tion of the backward tracts situated in that province. It 
is true that the Government of Assam support centraliza- 
tion, but in their case the prospect of transferring from the 
province to the centre the cost of administration has prob- 
ably been a considerable inducement. At the same time the 
Government of Assam entirely withhold their support from 
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the Coftmissioii ’s scheme of pajtial exclusion, 
meats against centmiization seem to us to _ha\-e lieeu well 
set out by the Government of Bihar and Orissa. There is 
little reason to think that the Federal Assembly will be any 
more ready to grant funds than the legislature of the pro- 
vince wilhiu whose boundaries the particular backward 
tracts are situated. The comment of the local Govenment 
that the Assembly ^yill have little knowledge of and take no 
interest in these areas is in our belief likely to bo justified. 

We doubt moreover whether the Governor of a province 
could appropriately be required to act as agent on behalf of 
the central Government. The financial argnments which 
were so prominently in the mind of the Commission seem to 
us less conelnsive in view of the proposals which the Commis- 
sion have themselves made for placing the new provincial 
Governments in possession of more adequate funds at the 
expense, it may be, of central revenues. We fully appreciate : 
the various points which the Commission have* taken ; but 
we think it not unfair to comment that the simple form of , 
administration suitable to the backward tracts per se ;5 
involves a lower scale of expenditure than, that of the more 
developed districts. When their needs rise to the same level, 
tlie time for treating them as backward tracts will have A? 
passed. Our present disposition, therefoi’e, is to maintain 
the link between the provinces and the backward tracts •:| 
without interposing central responsibility for their adminis- ji 
tratiou. It may be necessary to retain some areas under :,| 
the sole administrative control of the Governor. In others 
whpe the jurisdiction of ministers and of the provincial - ' 
legislature has already been admitted, the Governor may 
need iio more than a general power to control the application 
of central and provincial enactments. The whole subject ' i|j 
will, howevei*, require further detailed consideration. lu' 


Assam where the area of the backward tracts is so great,*i'^« 


special arrangements may be needed and the Commission's j 
scheme of centralization may he found to be the best solution, f 
In Bihar and Orissa the problem is likely to be connected with ;; 
the question of the foriiiation of a separate province for th» 
Oriyas, and should be considered by the Committee charged 
with the investigation of that problem. 


liili 
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On a minor point, we have no objection to the Commis- 
sion’s xjroposal that the somewhat derogatory term ‘‘ back- 
ward tract ’ ’ shonld be discarded in the statute, and gjlvo 


place to the more colourless designation excluded area’'. 




58. The High Courts. — Amongst subjects not intimately 
connected with constitutional issues of fundamental import- 
ance are the recommendations made* by the Commission that 
the charges of all High Courts, including the Chief Court of 
Oadli and the courts of the Judicial Commissioners of the 
Central Ir’rovinees and Sind, should be put upon central reve- 
nues, aiid that the administrative control of all such courts 
should be exercised by the Government of India and not by 
provincial Governments. We have made a summary exami- 
nation of these proposals and have received in very geneinrl 
terms the, views of the courts and the local Governments con- 
cerned. The material before ns however is not sufficient for 
the adequate consideration of these recommendations, the 
financial and administrative aspects of which, intricate in 
themsel^'es, will require detailed exploration, in 
consultation with local Governments, in the light of the d(}ci- 
sions reached on the larger constitutional issues, and we are 
of opinion that they could he more conveniently approached 
when iliose decisions have been arrived at. As regards the 
appointment of judges, we agree that while permanent 
appointments to High Court judgeships should continue to 
be made by His Majesty the King, all other appointments to 
Higli Court judgeships and all appointments to judgeships in 
courts, of lower status exercising similar jurisdiction should 
be made by the Governor General in Council. We presume 
that the distinction which appears to be draw at the end of 
paragraph 346 of the report between the appointment of 
additional judges by the central Government and the appoint- 
ment of temporary judges by the Governor General is not deli- 
berate, and that the proposal is intended to he as expressed 
above, ?.e., only a slight extension of the existing practice in 
so far as High Courts (other than the High Court of Calcutta 
to which officiating appointments arei already made by the 
Governor General in Council), and the Chief Court of Oudh, 
are concerned. From the reference in the first part of this 
paragraph to the courts of Judicial Commissioners we assume 
that the recommendation applies to appointments to these 
courts also, and we agree that no differentiation should be 
made in the manner of appointing judges to High Courts 
(except in the case of permanent appointments which Intve 
always stood upon a different footing), and to other courts 
which discharge most of the functions of a High Court. We 
contemplate that in all eases where appointments are made 
by the Governor General in Council they will only be made 
after close consultation with the Governor. 

PEOVIHOTAL FIHANOB. 

54. Control of finance in the provinces. — The proposals of 
!; ^e. Indian Statutory Commission contemplate the grant to 
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the provincial Governments of veiy full powers in respect o 

finance. External control the central Gcn'evniuont i.^ con- 
fined to the control of borrowing and to such cnntroi over pro- 
vincial taxation as will follow from the powers of superin- 
tendence which the Commission contemplate* that th< 
centre should exercise ; and the extraordinary powers o 
the Governor on the financial side are only designed to enable 
him to secure supply over the limited field in which he holds 
in reserve special powers, or to carry out directions which 
he may receive from the centre. The Commission have deli- 
berately rejected the suggestion that the Gojenlor should 
be granted special power’s to secure the financial stability of 
the province. For the reasons which we have already ex- 
plained we concur in that conclusion. In accepting the Com- 
missiorrs proposals generally we desire to add that the m'-"’ 
tenance of a strong Finance Department in each proviric,^ 
a matter of great importance, and the special posilh 
accorded to the Finance Department in Part III of the Devo- 
Ihtiorx rules should he retaineKi and specifically provided for 
in the new constitution, I 


' i 
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55. Sir Walter Layton’s scheme : its connection with the 
general constitutional structure. — It is converrient to deal at 
this point with the proposals madef hy Sir Walter* Layton^ 
which have as their main object the provision of adequate 
financial resources for the provincial Governments. 


The working of these proposals might be facilitated by 
the recommendations which the Commission have made for 
the reconstitution of the Assembly as a Federal Assembly, 
indir(Kitly elected through provincial legislatures. We shall 
consider elsewhere how far these recommendations, which 
are primarily based on other grounds, are capable of adop- 
tion. Here we w’ould only remark that if the Oommission’s 
proposals for representation of the provinces in , the As- 
sembly were to be altered, it would not he impossible to- 
devise other methods for giving representatives of the pro- 

• •• I 1 * 1 t *1 I* .-vl 




vinces a joint opportunrty to consider the voting of 


for the provincial fund. A suggestion which might he consi- 
dered in that everrt is that the provincial councils should elect 
representatives to form a separate inter-provincial eouiicil- 
whieh should eoirsider proposals for “ provincial fund ’ 
taxatioir before their submission to the vote of the contra 
Icigislatnre. We recognize that this alternative does no 
possess the direct advarrtages of Sir Walter Layton’s scheir 
and we put it forward for consideration only in the eve: 
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of indirect election, to the Federal Assembly not being 
approved. 

56. Preliminary comments on Sir Walter Layton’s scheme, 

— Turning now to the purely financial aspects of Sir Walter 
Layton’s scheme, we have, speaking" generally,, approach- 
ed it with a predisposition in its favour, mainly because it 
aims at the establishment of a imiform basis for the financial 
settlements with the provinces. Such an arrangement is in 
every wuiy preferable, if it can be shown to be workable in 
practice, to Avhat seems to us the only other alternative, a 
separate settlement with individual provinces on a basis of 
needs. It is, hownyer, essential to examine it closely, in 

I erder to test its_ practical wnrking, and we find it necessary 
to make two preliminary comments. In the first place, the 
scheme as a wdiole contemplates within ten years the aban- 
; donment by the central Government of about 12 erores' of 
their roA'enue and the imposition by the provinces of 2-4 erores 
©f new taxation. It is conceived in a spirit of optimism 
which w'e find it dilBcult to share, having regard to the gene.ral 
economic conditions, with which India and indeed the world 
in general are likely to be faced in the years immediately 
before tis, to certain omissions in Sir Walter Layton’s sur- 
vey of the central Government’s position to which avo shall 
refer again, and to the reluctance which may well be felt by 
the representatives of the people in the provinces to impose 
. newr burdens of this magnitude. Of the new items of taxation 
suggested, the proposed tax on agricultural incomes involves 
highly controversial issues, and the terminal tax Av'ould, if 
introduced generally on the scale proposed, be open to serious 
©bjectioii from the economic standpoint. Sir Walter Layton 

i has r.lso, in our opinion, overestimated receipts, especially 
the revenue likely to be obtained from the taxes on tobacco 
and matches. H’or all these reasons we fear that his estimate 
®f the possibilities of fresh taxation may prove_ to be very 
wide of the mark. In dealing Avith agricultural incomes’ Sir 
Walter Layton makes the rejnark* that “ increased produc- 
tivity together with the rise of prices since pre-war days has 
enormously increased the money value of India’s agricultural 
products This statement is open to serious challenge, 

! since at the present time the prices of three at least of India’s 
most important crops, cotton, jnte and w'heat, are actually 
: * below pre-war leA^els, Avhile others, such as oilseeds and 

groundnuts, are hut little above them, and this decline had 
set in even before the report of the Indian Statutory Com- 
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the most serious economic problem, with which India—aloiig; 
with other agricultural countries — is faced, is the {Ieeli}!.e iii 
value of her main products. 


Our second general comment is that the application of 
the scheme to individual provinces has not ])een worked out 
by Sir Walter Layton in detail, and, as will be seen later, it;' 
is when we come to the detailed application of the scheme 
that some of the main difficulties arise. 


57. Sir Walter Layton’s assumptions as regards the cent- 11 
ral Government’s surplus. — We propose to examine the a 
scheme from tw^o points of view', first in its reaction upon the i 
central Government, and second in its application to the pro- 
vinces. Sir Walter Layton calculates that the central Gov- ^ 
ernnient should after 10 years, on the present basis of taxa- 
tion, have a surplus of 141 crores, arrived at as follows -ifVj 


JPlus^ 
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Customs 

Income-tax 

Army 
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Out of this the central Government should be able to distri-+ 
bute to the provinces : — 

(a) Half the income-tax on. personal incomes .. 6 

(h) Net proceeds of salt duty (alio whig for an in- 
crease of i crore after 10 years) 

(c) Balance of duty collected on foreign. imported 
liquor over 30 per cent. .. 

Off-set by yield from commercial stamps i 

wMch will be transferred to the central Gov- | 

ernment ' ' . . . . . . — 14 


6 


Sir Walter Layton’s hypothetical table* actually anticipates;- 
that, wdien at the end of ten years this distribution to pro- 
vinces has been completed, there will still he in the central 
Government’s budget- a surplus of 44 crores ; and his schemi 
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after ten years contemplates that a certain definite and in- 
creasing proportion of the customs revenue should be paid 
into the provincial fund. He does, however, recognize that 
this prospective surplus may be affected by a number of 
factors which are uncertain. 

58. Sir Walter Layton’s assumptions examined in de- 
tail. — ^We now proceed to examine in detail the assumptiojis 
made in the above calculations. 

(1) Customs . — In view of the importance of this head of 
revenue among the few which are left to the central Govern- 
ment under Sir Walter Layton’s scheme, we have had a spe- 
cial examination made by the Central Board of Eevenue, 
which is printed as one Of the appendices.* It will be 
seen that the Board do not accept Sir Walter Layton’s cal- 
eulatio].is, but that for an entirely different reason — vis., the 
great possibilities which lie in the development of motor 
tran.sport — they have arrived at the conclusion that in 10 
years, jmovided that there are no setbacks due to extraneous 
influences, there should be an increase under customs of from 
7.8 to 10.4 erores. We would add that some allowance might 
also be made for an increase in the revenue from the duty 
on silver, Sir Walter Layton having accepted the estinaate in 
the present budget of 1 crore which on the basis of past years’ 
imports is likely to be exceeded. Therefore, so far as cus- 
toms are concerned, even if the Central Board’s estimate is 
somewhat optimistic, w'^e do not challenge Sir Walter Layton’s 
figure of 7i erores, which seems sufficiently conservative, pro- 
vided always that economic conditions in those years are 
reasonably good, and that there are no substantial changes in 
the Government’s tariff policy. These two qualifying pro- 
visos are of great importance. As to the first, a continuance 
of the present trade depression wmuld reduce both the value 
of our exports and the consuming power of the people, and 
these conditions must lead to a diminished volume of imports. 
As to the second, the present tendency of articulate political 
opinion in India is stronglv in favour of increased protec- 
tion, and if this opinion obtains an increasing influence on 
Government’s policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, tvith 
a resulting decrease in Government revenue. Nor can we 
leaA’-e out of account the possibility that there may be a .strong 
demand that an increasing share in motor taxation should 
he transferred to the provinces, or be earmarked in some rvay 
for road development. There are thus grave elements of 
insecurity in the position, and the fact that th a possibility of 
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improvement seems to depend mainly upon one uncertain « 
item is an additional reason for caution. i 

(2) Income-tax—lt is not necessary to discuss at length f 
the suggestions -wiiicli have been made by Sir Walter Layton I 
for incVeasing the return from income-tax by lovirering the ox- i 
emption limit and steepening the gradation of the tax. These 
are suggestions which have been examined more than once | 
before," and there are considerable practical objections to * 
them. We include in the appendices* an extract from a note | 
by the senior Member of the Central Boai’d of Eevenue on f 
the subject. Nevertheless, if there were to be a strong de- 1 
mand from the general public or from provincial Govern- |i 
ments, the possibility of increasing revenue in these ways rl 
might well be again explored. As regards the taxation of J 
agricultural incomes, in view of the difficulties which this ,| 
subject presents, it would, in our opinion, be unsafe to count I 
on the increase which would be obtained from the higher ^ 


on the increase which would be obtained from the higher * 
rate of taxation on composite incomes. The tightening up 
of the taxation of income from foreign sources isi a matlor ‘ 
whieii we , have already under consideration, but wo 
have no evidence on which to base estimates of any substan- 
tial increase in revenue from this source. It is probable, how-^ 
ever, that even without any change in our system of taxation, 
if we could count on a normal year coinciding both in Bom- 
bay and Calcutta, w:e should he able to obtain not much less , 
than 2 erores over our present figure at once, and in the 
course of 10 years at least 3 erores above our present figure. 

, Sir Walter Layton’s figure of 5 erores is, in our opinion, op- 
timistic. At any rate we do not care to reckon the average 
expectation of improvement in 10 years time at more fihan 
S erores, though this is obviously a heading which is capable 
of groat variation according to the development of the 
country. If political dissensions subsided, and the whole 
national effort were concentrated on raising the general 
standard of life, there might be a surprising incr'ense. ^ ; : 

I ^ ’’f f 

(3) Civil expenditure . — The estimate of an increase of 

3 erores in 10 years does not err on the side of generosity. 
W'g allude elsewhere to the probability of many additional '' 
bnrdejis being put upon the central Government for contri- 
bution.s to expenditure in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces j ; 
are created. ' ^ 

(4) Opmm . — We shall lose our revenue on exports (2^8 
erores) but shall still fetain a small sum (10 to 15 lakhf)^B 
from the sale of medicinal opium. 
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(5) Army . — Sir Walter Layton’s estimate assumes a 
debit oi 3 crores to Burma and a further reduction of 7 crores, 
bringing the military budget for India do^\m to 45 crores. 
This is a drastic reduction and the possibility of a big saving 
being- realized depends largely on whether His Majesty’s 
■Grovernment will make a contribution in respect of 
the “ Imperial defence ” element involved in army expendi- 
ture. We allude elsewhere to the probability that the Burma 
estimate will prove unrealizable. 

(6) Ra,ihvays . — Sir Walter Layton does not take into 
account any increase in the contribution from railways in 
excess of 6 crores, recognizing the importance of keeping rail- 
way rates down in the general interests of trade. With this 
latter comment we definitely agree, though the amount of the 
railway contribution is a matter which may require further 
consideration. 

(7) Other items . — If provinces become responsible for 
their own accounts, there will be a transfer of expenditure 
from the central Government to the provinces of over 50 
lakhs, though there may be some increase ir the central Gov- 
ei’nment’s expenditure also on this head, if the scheme for 
separation of accounts and audit in central areas is ex- 
tended. On the other hand, the debit to central revenues of 
High Court expenses less receipts from High Court fees 
would, we believe, involve an appreciable net charge to 
central funds. We are not yet in possession of full details 
on this point, but such preliminary estimates as we have re- 
ceived from provincial representatives confirm this conclu- 
sion. 

59. Further considerations affecting Sir Walter Layton’s 
assumptions. — ^Apart from the doubts expressed above as 
to Sir Walter Layton’s estimates, there are further con- 
siderations to be borne in mind. In the first place, he has 
assumed that 5 crores of interest on the balances _ot’ the paper 
currency and gold standard reserves will ccfntinue _ to be 
credited to central revenues. The receipts under this head 
are, however, at present more than counterbalanced by the 
losses on sales of silver which are still being debited to a 
remittance head. In fact the propriety of treating the pre- 
sent receipts as normal revenue may well be regarded as 
doubtful, and we feel definitely that it would be improper to 
treat it as a source which could be drawn upon in order to 
•surrender central revenues to the provinces. The difficulty 
will become more clearly apparent when a reserve bank comes 
■ into existence. Under clause 46 of the reserve bank bill of 
1927 the central Government was, it is true, to be entitled to, a 
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share in the profits of , the hank both during the^ period Avheu 
it was building up its reserve and afterwards. These profits, 
hoAvever, Avouid be nauoh less than the interest which we now 
take to revenue, and in addition the Government of India 
Avoulcl, under the reseiwe bank scheme, be left A\'it,h the 
responsibility for the disposal of siu'plus sih'er, so that any 
profits might be far more than swalloAved up by losses on 
thei^e sales. 


I# 

III ' 


In the second place, we must take into account the pos- 
sible financial results of an adjustment of relations \Afith the ‘ 
Indian States. Large claims are being made on their side \ 
for a share in our customs revenue and in other directions. ' 
It is impossible to make any accurate estimate on this 
account. 


1 ’ 


Thirdly, the terms for the separation of Burma, if this is 
to be effected, are uncertain, and there is a considerable maiv 
gin of error here especially under the defence and debt heads. 
Six- Walter Layton, ve note, assumes that India will levy 
customs duty on Burma produce. 


Finally the most important consideration of , nil. is 
that to Avhich Ave have referred alreadAr. The estimated hn- ' 
provement is dependent entirely on the attainment of favour- 
able trade conditions and on the absence of disturbing factors 
such as AA'-ar, political unrest, or frontier trouble. We have to 


remember that these constitutional changes are being ixitro-i 


dueed at a period of extreme world depi-ession accentuated 
by the present internal disturbances, and it Avonld be optL 
mistio to assume that trade for a good many years to come 
will recover sufficiently to give the results anticipated. 


5; ^ 


K< 


60 . Conditions on which the central Government can 
abandon surplus revenue. — The conclusion which seems to 
us irresistible is that all these estimates are so hypothetical 
that it is impossible to envisage anything like a time- 
for giving up to the provinces sources, .of central rev 
We agree in theory with Sir Walter Layton’s statemen 
it is iij'i desirable that the alloention should he caprieio 
that policy should be changed from time to time, and we 
recognize the importance of provincial Governments being 
able to estimate their financial resources as accurately and 
as early as possible. But in vicAV of AAdiat has been stated 
aboA'e, it seems essential to insist that, if wm accept in prin- 
ciple the arrangement that the half share in personal in 
come-tax and the salt tax should he transferred to the prow'- 
ees, the times and amounts of transfer must depend upon 1 
judgment of the central Government. Sir Walter Layton 
cognizes that in exceptional circumstances the trai. 
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according to time-table may be impossible, but be goes on to 
lay down that in such an event the transfer should be a first 
charge on the central Government’s surplus, and that any de- 
lay would be made good in subsequent years. This formula 
seems ic us to require qualification, if only for the reason that 
a surplus of one year may not bo a recurring surplus, and 
that it must rest with the central Government to decide when 
any surplus sho'svn in the budget is evidence of a reliable 
margin of receipts over expenditure, sufficient to justify the 
permanent sacrifice of prospective revenue. Sir Walter 
Layton’s formida is also too rigid as, if interpreted strictly, 
it might be held tf) mean that the central Government w'as not 
at liberty to vary its scale of taxation (especially customs) 
in a dowmwmrd direction, a discretion •which in the interests 
of t]\o country as a w’hole ought to remain with the central 
Government. 

In short, Ave envisage a situation not dilferent in essen- 
tials from, that under the Meston settlement under wltieh, 
while tlae proportions in which the various provinces were to 
share in the i-emission of contributions were laid dowm by rule, 
the dates and amounts of remission were left to the discre- 
tion of the central Government. This conclusion, however, 
does not mean that the order in which central revenues should 
be surrendered should not be definitely prescribed. To this 
point V'e shall return in dealing with the application of the 
scheme to the provinces. 

61, Necessity for allowing sufficient elasticity to reve- 
nues of central Government. — There is another question 
which is equally important. Does Sir Walter liayton’s 
scheme allo'w sufficient elasticity to the revenues of the central 
Government to enable it in all circumstances to disehar’ge 
its responsibilities, remembering that those I’esponsibilities 
include defence, the debt, the credit and the foreign relations 
of India ? On this point we confess that we have felt mis- 
givings. Onr customs duties are already high, nor is there 
much margin left for increase in taxation under income-tax 
o'r stamps, or in the receipts from the commercial services 
such as railways. Once salt has been transferred to the list 
of national excises, the margin of elasticity in case of need 
may become dangerously restricted. This leads ns to con- 
sider the desirability for treating the salt tax in a special 
way ; for it is the best suited of all for an emergency tax, and 
this has always been an argument for keeping its incidence 
low in normal times, so as to retain the possibility of its in- 
ei'easo as a reinforcement to revenub in an emergency. For 
tliese reasons, while we do not oppbse the recommendation 
that the proceeds of the tax at its present fate should be 
,trarisferred to the provinces wheir the central Government is 



in a position to do this from its assn, red surplus, vye consider 
that no further increase in the rate should be permissible as a 
source of provincial revenues. The margin for 
increase should be regarded as a potential emergency reserve 
for the central Government. In addition to this, we accept 
the recommendation* of the Indian Statutory Commission 
on the subject of surcharges by the eoniral Govern- 
ment on any 'taxes included in the schedule of the provincial 
fund. In the absence of these provisions the central Govern- 
ment wonld be reduced to dependence practically upon ens- 
toms, and as we have already explained, it would appear as 
if the prospects of substantial improvement there arc reduced 
to tJie single chance of an increase in the motor trade. VV e 
further consider that the constitution should retain the pro- 
vision which now exists in Devolution rule 19, initler which 
in eases of emergency the central Government may require 
contributions to be paid to it by the provinces, with the 
sanction of and subject to conditions approved by che Secre-, 
tarv of State. 


62. Application of the scheme to the provinces — examina- 
tion of some of the proposed new sources of provincial 
revenues. — ^We now turn to the application of the scheme 
to the provinces. There has not been time for a complete 
examination of all the points which arise in connection with 
the proposed new sources of provincial revenues, the decision 
regarding which will in any case mainly rest with the re- 
presentatives of the provinces. We must, however, call 
attention to certain important points which have emerged in 
the cour.se of our examination and our discussions with local 
Governments. In the first place, Sir Walter Layton pro- 
poses that the customs duty on foreign liquor should be 
reduced to 30 per cent, and that the provinces should be given 
the right of imposing further duties on foreign liquor in the 
form of excises. As a counterbalancing adjustment, the 
central Government shonld take the revenue from commer- 
cial stamps. We have no objection to this proposal in 
principle, but a careful scrutiny has suggested that the 
method proposed for dealing with foreign liquor may involve 
administrative difficulties not fully realized hitherto. This 
question requires further examination, which we are under- 
ta^ng in consultation with the provincial Govoi’nments, 
before we should be able to determine the exact form in wffiich 
-this adjustment could be , made. Incidentally we would 
observe that, although the total amount of the present yield 
from commercial stamps is roughly equal to the total amount 
. which would be surrendered to the. provinces under Sir 
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provinces would be affected in varying degrees, and some pro- 
vinces liave gone so far as to ask for a preliminary adjustment 
on this account. 


As regards the proposed surrender by the central Gov- 
ernment of one-half of the income-tax ’on personal income-s, 
we have already indicated that we accept this proposal in 
principle. Sir Walter Layton has stated that the am mint 
involved is in the neighbourhood of 9 crores, half of ^ which 
would give the provinces 4-1: crores. He estimates further 
that at the end of ten years this allocation would probably 
grow to 6 crores. Both these estimates seem to us to be 
optimistic. On the latest figures available, for the year 
1928-29, readjusted at the new rates of taxation introduced in 
the last budget, we calculate that the personal income- tax 
collected in the provinces was approximately 7 crores, and 
the allocation to the individual provinces of one-half of the 
tax would be roughly as follows 


Lakhs. 


Madras 

Bombay 

Bengal 

United Provinces 
Punjab 

Bihar and Orissa 
Central Provinces 
Assam 


350.32 


A -Doint, however, which has to be borne in mind is that the 
figures shown in the above list would not represent a net 

gliii to the provinces, for under p tha\ 5 

share rdrepJy accrues to them, and we naust piesiimc that it 

was intended that this provision should merge in ^^e ^ 
ronosals. It will be remembered that under that lule the 
rovinees are entitled to receive a share (at three pies in the 

fnpee) of the tax upon new vp?r 920 S* 

lent in any year as compared with the basic yeai 1920 - 

he object of this rule was to 
share in what was expected tube » 

-d it was anticipated that the industrial proyinces m parti- 
lar would benefit from this provision. In actual practice 
e rule has operated very differently from the mteition and, 
dng to the full assessments in -the main mdustnal centres 
the basic year, the benefit has ; accrued mainly to the non- 
lustrial provinces. the- provinces have 
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obtained under Devolution rule 15 since 1921-22 are given in 
an ap])euclix*. The latest figures available (for 1928-29), 
whi'li ve quote below, are sufficient to illustrate tlie un- 
exuectcdnoss of the results : — 


Lakhs. 

Madras . . . . • • • • 5.46 

Bombay . . . - . - • • Nil. 

Bengal . . . . ■ - • • Nil. 

United Provinces . . . . . • 0.77 

Punjab . . . . . . • • 4.04 

Burma . . . . . . • ■ 12.22 

Bihar and Orissa . . . . . . 4.74 

Central Provinces . . . . . . 2.2,3 

jyJiSSahli'V;' 

It will be seen from the above table that, if the increase al- 
ready accruing under Devolution rule 15 has to be surrender- 
ed by the provinces, as a preliminary to the surrender by the 
eeritral Government of half the share on personal incomes, 
the effect of the latter surrender would be considerably modi- ■ 
fied. The case of Assam is an extreme one, for that provib<^s ' 
would on balance only gain 2.34 lakhs. We have not finally 
considered how this situation can best he dealt with, but we 
would express a provisional view that here, as also in the 
excliange between liquor and stamp duties referred to above, 
some sort of preliminary adjustment will be necessary. 

' We accept the proposal -that provinces should be per- 
mitted to levy a surcharge amounting to one-qnarter of the 
tax on personal incomes. The proceeds of this tax, should 
they elect to impose it and should conditions admit of it being 
imposed at the full rate, may be taken as approximately 
equivalent to half the amounts mentioned in the table on 
the preceding page. 


The proposal to remove the exemption from income-ta^ 
on agricultu ral incomes raises a most controversial issue, bn 
which opinion' in the country will run high. However indis- 
putable may be the-io^c of Hir Walter Layton’s arguments, 
v/e must face the reality that this exemption has the sanc- 
tion of long tradition and that dealings in land have always 
been conducted oh the ,, assumption 5 . that it would remain. 
.The opinions jCf lbcaL ^overihaaenfs, v^ith'fbw exceptions, are, 
definitely opposed telit ahdi for praetiioal purposes we regard 
its imposition ' as U;idjifc^|"'% 4 the; near, future. "be have some 
■s^^TOpathy wit^'.thM^||i^_:,^^^^.sediby^ore thh|j;'hhe"pt‘pvin0e 




that it is a form of taxation which should only be imposed 
by a representative and responsible government, and this in 
fact means that it should not be imposed upon a province on 
the vote of the central legislature, but that the representative 
legislature in each province must be free to decide for itself. 

The objections to the widespread introduction of a system 
of terminal taxes are more fully dealt with in an appendix*. 
If imposed on the scale suggested by Sir Walter Layton, it 
wooJd be a serious burden on trade. A terminal tax designed 
to bring in 8 crores of rupees a y^ear I'epresents a surcharge 
on I’ailway freights of about 15 per cent., and the suggestion 
to im})ose such a tax is hardly consistent Avith Sir Walter 
Layton’s strongly expressed view as to the urgent need for 
reciucing freight charges. Moreover, apart from this broad 
consideration, there are certain practical difficulties in the 
way of the imposition of a general tax of this nat?ire which 
arc not mentioned in Sir Walter Layton’s report. Octroi 
duties and terminal taxes are already used in some provinces 
as a soiirce of municipal and local taxation. It would hardly 
be possible to allow this form of taxation to be used l>y 
municipal authorities at the same time as it was introduced 
on a universal provincial basis as proposed by Sir Walter 
Layton. On the other hand, the right to continue to levy 
the tax Cf.)uld not be withdrawn from the municipalities where 
it i< now in force, while we foresee difficulties in the way of 
resisting all further extension of such a method of taxation 
to other municipalities. In this connection avc have to take 
the actual needs of the various provinces into account. In 
Assam, for example, a province whose revenue is very 
restricted and whose opportunities for improving its position 
from income-tax, etc., are under the present proposals for 
special reasons much less favourable than those of other 
provinces, we think that — ^particularly in connection with 
the tea garden traffic — there may be a special justifioatiou 
for some sort of terminal tax. Again, in Biliar and Orissa, 
a province Avhich has hitherto had no municipalitie.s levying 
this tax, there will probably be a strong demand for its in- 
troduction in this form. Without going into further details, 
Ave may slate our provisional conclusion as folloAvs. While 
AA^e hold strongly that the economic disadvantages of such a 
tax ai-e sufficient to condemn its introduction as a general 
provincial tax, Ave think that for purposes of local taxation 
there may be occasions when it will be the best available 
method, if used for special purposes and. to a properly limited 
extent. If, however, the continued use of such a tax for local 
purposes is permitted, it wiU he essential to reseiwe to the 
central Government definite powers ;pf' control in order, to 
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safeguard sources of central revenue, and to prevent the im- 
position of discriminatory taxation whicli may involve 
breaches of international treaties or agxeements. 

We have already taken up the examination of the 
machinery for dealing with the proposed taxes on tobacco 
and matches in correspondence with provincial Governments. 
Botli present special difficulties, and the tSx on matches in 
particular can hardly be imposed on a substantial scale 
without co-operation on the part of the Indian States. Our 
enquiries on both subjects are still incomplete and any ^dew 
■whicb we now take is necessarily provisional. We hope 
that some effective arrangements can be devised, but we 
believe that it will not be desirable to impose too high a rate 
at tirsl on matches, and that the full yield from tlie tax will 
only be obtained gradually. We regard Sir Walter Layton's 
estimate of 5 croros from the taxation of tobacco as too high,, 
and on present information we doubt whether e\'on half tliat 
amount is likely to be realized. 

63. Increased resources of the provincial Crovernments 
on Sir Walter Layton’s and our estimates. — These preli- 
minary remarks have been necessary in order to enable hsit 
to approach the matter from a practical point of view. If j! 
Sir Walter Layton’s assumptions were aU accepted, that 
is, if within ten years the central Government were able to 
surrender half the tax on personal incomes and the salt 
tax, and if the provincial Governments were to get the benefit ? 
of all the new taxes, tobacco, matches, terminal tax and in- 
come-tax on agricultural incomes, and were to impose the 
surcharge on personal incomes, and if his estimate of the 
yield of the various taxes were realized, we should get 
approximately some such result as the following : — 



Pro vinoe. 

Actnal increasa of 
rerexMie in lakhs 

Percentage I 
increase. , 


Bihar and Orissa 

of rupees. 

4,24' 



Bengal 

7,70 

69 


United ‘Provinces 

6,09 

52 

‘ ' , . V' V 
, 1 ; ^ 

■/ Assam ' " ■ 

1,26 

49 

if' 

Central Provinces 

. . . 2,20 

46 

' ; '' ‘ , 

Madras 

6,24 

38 


Bombay 

4,76 

34 

iteliiilii: 

Punjab ' . < 
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,It’’tefisl‘he tecogplfed thaiit 
^,.iiaiple. , repre^enfi’' n 

totally nnattainahl 


picture presented in the above 
a distant, and perhaps even 
We have indeed already indicated 


our view that all that the provinces are likely, in the near 
future, to be able to count upon from new taxation is the sur- 
jharge on personal income-tax, and a very doubtful 3 or 
erores from the taxes on tobacco and matches, with perhaps 
terminal tax in a province specially situated such as Assam. 
Some other forms of taxation may possibly be added to the 
provincial fund, though we can think of none of a very pro- 
ductive nature. We should also be glad to see as much lati- 
tude as 'possible allowed in fi-aming the schedule of provincial 
taxes ; ])ut tlie provinces will have to rely, in the main, upon 
the gxadual surrender to them of the central revenues from 
salt and personal income-tax. 

However distant any substantial distribution may be, 
the figiu’es given above illustrate the plan which now holds 
the field, and it is on that plan that we must consider the views 
of the various provinces. A glance at the figures shows that 
several provinces toU inevitably i*egard it as unsatisfactory, 
and will claim that it does not take sufficient account of their 
needs. Our task now is to consider both the final objective 
and the methods of approach to it, and this means that the 
practical problems really before ns are, first, whether a 
special enquiry into the needs of different provinces should 
be made before the automatic distribution begins, and second 
in what order should the surrender of resources take place. 

{)4. An enquiry on the basis of needs. — ^As regards the 
first of these pi-oblems, the Govcx’nment of Bombay have felt 
themselves compelled to apply for a preliminary adjustment 
to meet their outstanding xieeds before the application of the 
automatic principle beginjs. They suggest that needs can 
only be determined by obligatory expenditure on essential 
■services. Their request would therefore involve the aopoint- 
, ment of a special committee to investigate the needs' of the 
different provinces and to form a judgment upon the present 
rate of expenditure in Bombay upon essential services as 
compared with that of other provinces. The Government of 
Bihar and Orissa also consider that h preliminary adjust- 
ment should be made with the object of correcting existing 
maladjustments before the automatic principle is applied. 
They point out that, unlike other provinces, they obtained 
. no relief by the remission of contributions uadei' the jxresent 
constitution, since no contribution was imposed upon them, 
and that, witli their existing deficit of 35 lakhs and the heavier 
expenditure foreshadowed under the, new constitution, there 
y^iJl be no margin for the province to develop,' having regard 
to the fact that the estimates bf . 'the - .Layton scheme can 
; hardly he expected to materializfi,j ^’he .cdhsidered views of 
Government are- Hoti'y|tJ;i)plb?Pe''US,ihut we'-habe 
‘»te|d'qr8tobd. , ’from" their with the "reprei-j' '' 

Saiiitetiyes bfi ; in t fibinf erence). ' ' ' ; 
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that the Bengal Government also would be likely to press 
strongly for a preliminary adjustment before the mtroduotion 
of the automatic iprinciple. Other provinces, though they are 
prepared to accept the Layton scheme, would no doubt advance 
similar claims if a committee to enquire into needs were 
appointed. Some of them might argue that in their case 
expenditure on essential services had been reduced or 
deferred through enforced economy in the past. 






While we have considered it our duty thus to bring pro- 
minently to notice the views of tliose Governments which 
have asked for a special enquiry, our own view at present is 
that the appointment of a committee to examine the posi- 
tion of the provinces on the basis of needs would be likely to 
intensify provincial rivalries and to create general -dissatis- 
faction." For the conclusion is unavoidable that the demands 
of the various provinces are incompatible, and that no deci- 
sion could be reached which would be accepted by all 'pro- 
vinces as fair. On balance, therefore, our present view is 
that we must definitely rule out the idea of any general ad- 
justment as between the provinces on the basis of ‘ needs ’ ; 
for we do not see how any tribunal could pronounce judg- ' 
ment on a matter so controversial and so much a matter of 
opinion in a form which we could reasonably expect all pro- 
vinces to accept. 

65. Preliminary adjustments may have to be consi- 
dered. — While, however, we feel forced to the conclusion 
stated in the preceding paragraph, we do not go so far as to 
say that no sort of preliminary adjustment should bo made. 
We have indeed been impressed in the course of our examina- 
tion by the serious injustice _ which may be caused in the 
initial stage to certain provinces by the re-arrangement of 
central and provincial sources of revenue involved in the 
Ijayton scheme. We have already referred to the operation of 
Devolution rule 15, the abandonment of whioii would involve 
an initial loss in respect of income-tax for several provinces, 
which could only be recouped later by the transfer of re- 
sources from the central Government, the date of which is 
uncei’tain. Assam, for instance, stands to lose at once neai'ly 
T lakhs from a source of revenue which had been steadily- 
growing, w’^hereas their share of personal income-tax, oven if 
the central Government were in a position to surrender at 
once the full amount under this head, would not he more than 
9 lakhs. Similarly the exchange be-tween foreign liquor and 
commercial stamps, though these heads approximiately balance 
so far as the central Government is concerned, -will affi 
provincial fibaanceS;. uneyenly. No figures are at" preseht '; 
a-\-'ai1ablo and.it to collect them, but one , pro- 
vince has^estii^^^^itlfldss-'fi’om the transfer at 13|„lakhsp, 
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The provincializatioii of accounts will involve a new burden, 
on the provinces which has hitherto been borne by the central 
Government, while some provinces might benefit from the 
transfer of High Court expenses less High Court fees.- When 
the exact efieet on individual proviuees of these various 
transfers has been examined more thoroughly than has up 
to this moment been possible, consideration must be given to 
the qiiGstiori whether these special grounds justify some pi’e- 
liminary adjustments. We reserve our judgment on this 
point. 

66. The order of surrender of central revenues.—It is 
necessary first to explain how the various provinces mil be 
affected by the order of surrender of , the- two taxes in question, 
personal income-tax and salt. We have already indicated 
the proportion in which the provinces would share the pro- 
ceeds of the personal iiieonie-tax when surrendered. The 
industrial provinces of Bengal and Bombay and in a lesser 
degree Madras w-ould obtain the principal benefit. The dis- 
tribution of the salt tax on the basis of population (taking, 
as seems reasonable, a net figure of 6 erores at the time 
when the transfer i.s completed) would give the following 
results : — 



Lakh*. 

Percentage 
increase in 

Madras 

. . ‘ 1,10 

revenue. 

6.7 

Bombay 

50 ■ 

3.5 

Bengal 

1,24 

11.2 

U 1 ) i ted Provinces 

1,17 

9.9 

Punjab 

55 

5.1 

Bihar and Orissa 

90 

16.3 

Central Provinces 

37 

7.7 

Assam 

17 

6.6 


It is, however, conceivable that the decision might be to trans- 
fer not the whole but a portion of one tax, and then a portion 
of the other. The result can be judged best by giving the 
proportions in which each province would sham in the first 
erore of each tax surrendered : — 



Personal 

income-tax. 

■ Salt. 

Madras 

14.5 

18.5 

' Bombay 

. . 25.9 

8.3 

'V”'. , Bengal 

- 27.4 . 

20.7 

United Provinces 

9.3 

19.5 

'iv’C , Punjab 

fi.8’ 

9.2 

Bihar and Orissa 

... 6.8' . 

15.0 

Central Provinces. t 

■ ... 4.8 , 

6.2 

|||./ ‘ ; Assaai , ' ■ , ' . , t,-,';-: 

'2.5 ' 



66 


Bengal and Madras come out fairly well in either event, and 
there is no serious difference in the ease of the Punjab, 

* Assam and the Central Provinces, t.inmgh all would fare 
slightly better if salt were given the preference. The prin- 
cipal result of preferring income-tax to salt would be a very 
substanlial gain to Bombay and an appreciable gain Bengal, 
to the disadvantage mainly of the United Provinces and 
Bihar. 

Sir Walter Layton has definitely recommended that the 
urgent needs of the industrial provinces should be recognized 
at least to the extent* of ai'ranging that the transfer of in- 
come-tax receipts should be begun as early as possible. It 
is true that the industrial provinces will also gain most from 
the surcharge on personal income-tax if they decide, and are i 
able, to impose it, but we suggest that as fair a solution as 
any would be if the surrender of the first 2 erores of revenue 
were in the form of personal income-tax and that thereafter | 
the surrender of revenue should be from both taxes in equal 
amount s. We recognize, as pointed out by the Government 
of Bihar and Orissa, that there would be definite political ' 
advantages in- making a beginning with the provin- 
cialization of the Salt tax at an early date. In fur- 
ther support of the form of recommendation that 
we have thus tentatively made, we would point out . 
'that for practical reasons it is likely to be necessary to j., 
undertake the transfer of these taxes step by step._ The 
central Government will have to proceed tentatively in the b 
abandonment of its revenues, and it is hardly possible that it '1 
will at any moment be in a position to hand over in a single m 
transaction the whole proceeds of either of these taxes. ■ 

67. Procedure applicable to the provincial fund. — ^We ' 

'accept? the proposals* of the Indian Statutory Commission re- "■ 
garding ' the procedure applicable to the provincial fund. 
Some modification in detail will be required if the Coromis- : 
sion’s proposals regarding the constitution of the Federal 
Assembly are revised, but the principles could be applied 
mutatis mutandis to the alternative arrangement which we 
have suggested for a separate inter-provincial finance cpun- ' 
cil. Several of the provincial Governments have expre'S,^<?d 
doubts whether it should he open to a nainority of the intek'^,; 
provincial council of finance members to bring proposals for 
taxation before the Assembly. On the whole however we 
consider that, if not less than three of the provinces desir 
that proposals for taxation should be placed before the 
gembly, it is_fair that they should have an opportunity 
presenting' their ease and of securing, if they can, a majo 
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in tlie Assembly. It has also been suggested to us that in 
view of the many uncertain factors and hypothetical assump- 
tions involved in the suggested financial arrangements, which 
may result in the settlement working ont very differently 
from what is now anticipated, provision should be made for 
a review of the settlement after 5 or 10 years. We have con- 
sidered this suggestion, but we are of opinion that such an 
arrangement would be disturbing, and might even lead pro- 
vinces into a policy of extravagance with the object of estab- 
lishing claims for special treatment in the light of their actual 
commitments at the time of revision. 

We recommend that the settlement should be embodied in 
statutory rules so that alteration of it would be possible with- 
out an amendment of the constitution. 

We call attention to the recommendation of the Bombay 
Government, with which we agree, that legislation imposing 
provincial fund taxation should not be voted every year, but 
only when the inter-provincial council of finance members 
, makes proposals for a change. 

, 68. Borrowing powers. — In an earlier paragraph we 

•stated that we accepted the position that the control by the 
Government of India over the provinces in the sphere of 
.finance should be confined to the control of borromng. It is 
desirable to consider more fnlly the details of the Indian 
, Statutory Commission’s proposals on this subject. 

As regards the powers of provincial Governments to raise 
loans, the proposals in their report make little change in the 
existing position which is governed by rule 3 (1) of the Local 
Government (Borrovdng) rules (regulating borrowing in the 
open market) and by Devolution rule 25 (regulating advances 
by the Government of India to local Governments). In actual 
practice the terms on which advances can ordinarily be given 
have been codified in the rules governing the provincial loans 
fund, which have received the approval of the Secretary of 
State in Council, and have therefore to some ptent linaited the 
fuller powers which the Government of India enjoyed under 
illevolution mle**S5. 

The proposals of Sir Walter Layton may he summarized 
'follows : — 

1 (a) The loans raised by provincial Governments 
; should he subject to standard regulations and 

i,' ; their raising should be co-ordinated. 

(&) To this end a council pf provincial finance. 

■ , ministers should be infetiihted, over which the 


Finance Member of the Grovenmient of India 
'should preside. Its tasks* should be “to 
establish a borrowing programme, to lay dowE 
the standard regulations', and to arrange terms 
with the GoTernment of India It should, 
however, be advisory only for the present, and 
the real power should vest in the central Gov- 
ernment. On the other hand, it i.s contemplat- 
ed that the latter should not act without con- 
sulting the council, since it is speeihcally stated 
that consultation shoiild invariably be made 
before special sanction is refused to a loan, even 
where such sanction is definitely required by 
the regulations. 

(c) As responsible government in India develops, the 
council may cease to be a mere advisory body 
and may acquire real power. 

The Commissionf apparently accept these proposals gene- 
rally. They suggest fiudher that the powers statutorily re- - 
tained by the central Government should take the shape of a;l 
perfectly general control, but that this control should not te * 
used to dictate the purposes for which loans should be raisedl 
If a declared purpose is within the scope of the regulations,, 
the grant or refusal of sanction should be dependent primarily 
on considerations of the monetary and credit situation. Ap- 
proval should, however, not ordinarily he given to a loan in^' 
tended to meet a deficit ; and if it is to be given, the loan should , 
pay a discriminatory rate of interest. * 

Subject to a qualification and a reservation explained at 
the end of this paragraph, we are prepared to accept these 
proposals as a provisional arrangement, though we must 
emiAiasize that the words ‘ credit situation ’ used above re- 
quire further definition. The considerations which are to" 
govern any decision should include, not only the gener^: 
credit situation of the Government of India,, having "regarr 
to its own position and the rates for money prevailing in th 
world at the time, hut also the particular c^dit situation o 
the province which is seeking a loan. For this, purpose 
account would have to be taken of the general tinancia 
polic}'’ and position of the province concerned. Alipiil 
accepting the proposals, as a provisional arrangemeii'i|& 
feel i)ound to express doubts as to its advisability as a pei‘c3| 
ment plan', if it is to develop to a point where the inter-pro- 
vincial council cease’s to be ‘merely advisory and acquire 

* 'Volxime II, para. 311. ' ; 

tYfilnnie II. para. 189. 
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aetiiai powers of decision. Several of the provincial Gov- 
ernments have expre.ssed opposition to the idea that their 
! borrowing' programme should be controlled by a council con- 
sisting of representatives of other provinces who are their 
potential competitors for a share in the limited amount of 
loan money available. They do not rule out the pos,sihility 
that it may be to their advantage to abandon permanently 
their indi'b.dnal liberty (U liorrowing on thcnr uvni credit, for 
the sake of arriving nt a co-ordinated plan of borrowing 
for the whole of India, and in order to obtain the advantage 
of borrowing with the credit of the Government of India, 
f ; But they do not consider that in that case a body composed 
; of political representatives of all the provinces would pro- 
: vide a suitable arbitral tribunal. 'They contemplate rather 
; something in. the imtuve of an aU-India board oi loan 
if \ commissiotiers, on which the expert element would be strong- 
iy represented. _ It has indeed always been our view that 
I'i ^ the administration of the pro\dncial loans fund should 
fee eventually be entrusted to such a. board. , 'On the otlicf ha?id, 

I? 'b we feel that it is premature at this stage to settle any 
iSj j arrangements which sliould govern the position for all time. 
|;!'' 'While rocoguiKing the advantage of a , co-ol‘dinated plan of 
borrowing, we see serious disadvantages in creating condi- 
:| 4 tions, in which the individual provinces need not consider 
|;"feheir own credit with the world hut can always rely on the 
: -support and protection of the central Government. The 
I ' surest way to bring home to any Government the necessity 
, for following canons of sound finaneiar administration is 

I t that they should be faced, when they disregard those canons, 
c. with the absolute impossibility of raising funds, even on loan. 
This necessity will be borne in upon *them if they have 
themselve.s to deal -with tlie outside money marketj whereas 
j'*lf it is merely a matter between the prbyincial Government 
and the central Government, the realities may be obscirred 
I'lmbd political influences will play' a part. . Speaking general- 
ly, we think that the future course , must be .decided in the 
Ik’^’^ght of actual experience. For, the present the provincial 
ilf.y^ove'ruments a5.-e all ])i‘epared to'-continue' what is in sub- 
I r‘$tanco the existing ai'i'angement,. and to place themselves in 
illblhe hands of the central Government, It is .our view also 
Kf^at this arrang(.'ment should be retained i-'fbr " the present, 
have to make one further observation im conclusion, 
bbiections - expressed by the .provincial ■ Governments 'to 
1 having their individual loan operations; controlled by a 
council of provincial representatives; hay;© 'led them in certain 
tp apk that the .functions., even.” pi:fp;-p:dyisory, couneB;;; 
be strictly limited-^.., such_'''ja' 
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■'vill be difficult for the central Government to reject its ad- 
vice. They would prefer it_ to be definitely understood, that 
the x^ewer of decision reinaiiis with the central Government 
and that the central Government will do no more than sum- 
mon a ■ meeting? of provincial representatives so that the 
general programme may be jointly discussed ; wsuch discus- 
sion being of an informal nature and not intended to lead up 
to anything in the nature of definite resolutions by the coun- 
cil. On tire whole, we may express agreement with this 
view. 

We mnst also make one further reservation. It would 
seem essential to give the Government of India power to act 
without consulting provincial rex>resentatives if an applica- 
tion for a loan is made in an unexpected emergency. It is 
consistent with onr preceding observations that we do not 
consider it to he necessary or desirable to x^rovide ,by statu 
tory rules for the establishment of a eonncil. The neces 
sary provisions could he inserted in the standard regulations 
themselves, which would take the xjlace of the rules now sanc- 
tioned bj’’ the Secretary of State. Minor points of detail J 
could be thrashed out when the provincial representatives"' 
met to frame regulations. 

69. Provincial balances. — The Indh:-]! Statutory. 
mission have concurred in Sir Walter X ayton's reeommeny 
dation that provincial balances should not'tor the present bq- 
separated, and that any change in the present arrangement' 
might be postponed until a central bank is created, whic 
would presumably take over the banking business of the prl*^ 
vincial and central Governments. We have ascertained th.^^ , 
there is no desire cfci the part of provincial Governments fi;. 
any imnjediate change in the present arrangements, and wr 
support "the Commission’s recommendation. We have, how> : 
ever, to contemplate the possibility that an autonomous pro! 
vincial Government may desire at some time in the future t| 
maintain its own balances, and following the general princip’ 
adopted by the Commission a development in this direefi^ 
should be allowed for. We therefore recommend that w 
after the new regime has been started, any provincial Go 
ernment desires to maintain separate balances, the Go 
ment of India should he prepared, to agree, siibject to 
able arrangements as to details. A scheme*for the s 
tion of balances was drawn up in 1924, and it may h.. 
that the separation could be, effected without any serion 
ministrative difficulty. 

In this connection the Commission have made a fufiH 
recommendation that the Government of India should 
form the service of banker for the nrovinoial Goverii 
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on a commercial basis, and should not attempt to make undue 
profits out of the business. We accept this in principle with- 
: out committing ourselves at present to the amount of profit 

which would be reasonable or the form in which this profit 
would accrue, e.g., services rendered at treasuries or interest 
on minimum balances to be kept by the provincial Grovern- 
ments. 

70. Accounts and audit.— Sir Walter Layton’s recom- 
mendation in regard to provincial accounts and to the status 
and functions of the Axiditor General are endorsed* hy the 
Indian Statutory Commission. We accept the Commission’s 
; : recommendations. It is not unlikely that some of the provin- 
'7 eial Governments will at first desire to employ the central 
Government as their agent to keep their accounts and super- 
; vise their accounting staff, but we agree with Sir Walter 

; Layton that xvhatever arrangement is adopted, the accounting 

staff should be entirely separate, so that the accounts may be 
bv audited by an officer holding an independent position. The 
77 various technical problems arising in this connection have 
been examined, and, although complicated, do not give rise to 
any insuperable diflSculty. The question of the future of the 
^ Indian Audit and Accounts Service is among the most im- 
portant. The danger to avoid is that of having a number of 
small distinct cadres, none of which would he sufficiently large 
to offer a career to attract and keep good men. At first at 
any rate the provinces xvill probably find it necessary to em- 
ploy men seconded from the centraT seiwice for the higher 
ji posts, axid the full organization will be for admiinstrative ex- 
I perience to decide. 

I, 71. Grants-in-aid. — ^We agree with the view expressed! 

I by the Indian Statutory Commission that the rigid system 

I now in force, under which it has been held that it is not por- 

missible to incur expenditure from central revenues on pro- 
vineial subjects, should be relaxed, and that it should be 
rendered constitutionally possible under suitable restrictions 
tp assist provincial objects from central funds and vice versa. 

I f Any such grants-in-xxid should be for some specific purpose, 
and the system should not be used for general relief of pro- 
;;'»jyV,:viheial, revenues. ' . ■ ' 

; 72, Local cesses on. land. — ^We have no comment to make 

; on Sir Walter Layton’s recommendation! regarding the desir- 


;y of removing the limit upon surcharges or cesses on 
revenue or rent. This is a matter which is within the 
letence of provincial legislatures. 




THK CHIEF COMMISSIONERS’ PROVINCES. 

The North-West Frontier Province. 

73. The proposals of the Oommission. — The (JommissioD. 
devote particular attention to the peculiarly difficult problem 
of the North-West Frontier Proviuee. Their first volume 
contaiiiH an illuminating chapter on its main features. I’he 
contrast between the government exercised in the five ad- 
minLstereti districts and in the tribal tracts beyond is authori- 
tatively described, and the chapter ends' with a general dis- 
cussion of the nature of the constitutional problem. The main 
points which the Commission take are, first, tliat the tribal 
area must remain under the direct charge of the Q-overn- 
ment of India ; second, that the administration of justice and 
the task of promoting and preserving order in the five distidcts 
is intimately connected with the control of the tribal tracts ; 
third, that if law and order in the five districts were to be 
dealt with in a provincial legislature, and entrusted to a minis- 
ter responsible to such legislature, the necessary co-operation 
would be more difficult to secure ; and, fourth, that the 
question of law and order, which in other parts of India is 
a domestic and internal matter, in the North-West Frontier^ 
Province is closely related to the subjects of foreign; 
'policy, and of Imperial defence. On the other hand# 
while they comment sympathetically on the fears of 
the small Hindu community, the Commission hold that the 
denial of reforms to the five districts has given these an un- 
doubted grievance. They comment, how’'ever, on the absence 
of local experience of the elective principle -and draw adverse 
conclusions from the results of the recent experiment in 
elections to the Peshawar municipality. 

The recommendations made by the Commission in their 
second volume reflect the tenour of the views they express in 
the first. They repeat their previous emphasis on the essen- 
tial need for unified control over the settled districts and over 
the tribal tracts, as the only means by which the security of 
the frontier can be effectively maintained. They accordingly 
suggest that there should be no change in the present arrange- 
ment, by which the Chief Commissioner combines in bis 
person the dual responsibility of administering the five 
districts and acting as Agent for the Governor General hi 
dealing with the tribal area. They propose to meet the politi- 
eal aspirations of the province by creating a local legislature 
containing indirectly elected representatives, with powers 
of taxation and of voting expenditure ; but executive 
responsibility should, as at present, rest \vith the Chief Com- 
missioner ■ ’ ■ . 

*Tolume II, para. 121, ' . ■ ; 


74. The proposals of the Indian Central Committee. — The 

recomiuenclatiou made in the majority report of the Indian 
Central Committee was that reforms should be introduced 
into the North-West Frontier Province on the lines of the 
Morley-Minto reforms ; and that after a constitution of that 
type had been in operation for ten years, the question should 
be further examined with a view to seeing what advance 
^ could then he made. 

75. The need for constitutional advance. — ^As we shall pre- 
sently i]idic*ate, we see strong reasons for giving the North- 
West hl’ontier l^rovinee a form of government somewhat more 
liberal than ])ro]iosed either by the Commission or by the 
Indian Central Committee. ]?ut the first point Avhich we 
desire to emphasizie is that the Commission themselves appre- 

■ elate the iiow urgent need for constitutional advance in that 
province. The need is also recognized by the Indian Central 
Committee. This is an important variation from the position 
which obtained in 1919 when the authors of the Joint Heport 
recommended" that, for reasons of strategy, the province must 
remain entirely in the hands of the Q-overnment of India, a 
recommendation which has since continued to govern its 

. oonstitiitioual status. And, though the problem of introduc- 
ing reforms lias been much agitated for some years past, and 
was examined by the Committee over which Sir Denys Bray 
presided in 1922, no change in the administration has yet been 
made. Tbe province was separated from the Punjab in 
1901, and stiil I’otains the form of government which it was 
then gi^’eii. The last thirty years have seen great changes in 
the province, and this is a ])osition which we think can no 

■ longer be maintained. The need for some advance is admit- 
ted ; the questions now at issue are its degree, and the form 
which the new constitution should take. , 

q'he' (bmmission seem to have been greatly intluenced 
h by their belief that local conditions prevent any resort to 
methods of (.lireet election. For our part we are inclined to 
the view that the conclusions which the Commission drew 
from the first results of a single experiment in municipal 
elections may have been unduly pessimistic, and, if direct 
; : elections to the legislature be found practicable, we would 
, • consider it dillicult, on general grounds, to refuse to the 
' frontier province somewhat more generous treatment than 
Commission recommend. The five districts of the JMorth- 
est Frontier Province are not behifid the adjoining districte 
the Bawaipindi and Multan divisiqnk of the Punjab in 
bint -of intelligence and capabity.j;;;j[m-|h.^e;,-Punjab districts, 




tJie method of direct election to district boards and municipal 
committees was still unknown when the reforms of 1919 were 
introduced. Nevertheless, they have participated with 
success in the dyarchieal constitution of the province. The 
people of the North-West Frontier Province may well claim 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representative 
government in their province now than it did in the Punjab 
in 1919. In fact the Chief Commissioner has now decided 
to introduce direct representation for the constitution of local 
bodies. 


There are, however, other reasons of great practical 
moment for carrying reform beyond the point reached by the 
Commission. Their proposals concede a legislative council, 
but de_ny_ any popular share' in the executive. In effect, the 
Commission, equally with the Indian Central Committee, 
wotiid leave the North-West Frontier Province, with some 
variation, very much at i the stage which other provinces 
with the introduction of the Morley-Minto reforms 
in would be : in the executive no element of 

responsibi^t y legislature. The undertaking of His 
Majesty’s Gr'ovtf^l^t set out in the annonncement of the 
20th August 1917"*wbfi|d stdl remain unexpressed in tb.e . 


constitution of the Province at a time 

when the other provinces are rapTcHj" moving forward to 
responsible government. W’'e fully recognize the partieuiar 
conditions of the North-West Frontier Province so w^el! 
described in the report, and do not overlook the weighty 
considerations which inlluenced the Commission in favoiir of 
a strictly cautious advance. At the saftie time the realities 
of the situation, and we here have in mind the events of the 
past few months, make it a matter of the first importance 
that the scheme adopted should attract a reasonable xneasure 
of public support ; and, subject to the necessary safeguard,,., 
that it should not leave the waj- open for invidious com^ 
parisons between the form of government in the North-West 
Frontier Province and that introduced elsewhere. 


76. The choice between three courses. — These are the 
broader considerations which we have before us. The 
choice of a constitution for the North-West Frontier Province 
seem.s to lie between three systems ; either a Morley-Minto 
eonstitxition, or dyarchy, ' or a unitaiy scheme on lines : 
approximate to the form of government in other proxanc(?s, 
but with provisions appropriate to the particular circum- , 
stances of the province. The first represents roughly the choice 
made by the Oommission and by the majority of the, Indian 
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Oeiitral Committee. For the reasons which we have just 
given, we consider that it would not satisfy the political 
aspirations of the province, and would thus suffer from the 
fatal impediment that it would enlist no popular co-operation. 
Arguments based on the Comnaission’s contention that the 
province"' “ forms the inevitable terrain for military opera- 
tions ’ ’ seem to us to be susceptible of implications other than 
those which the Commission draw. A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a form of constitution for the JSIorth-West 
Frontier Province which would fall so far short of provincial 
expectations. Incidentally the suggestion of the Indian 
Central Committee to fix a ten years’ limit to the constitution 
which they propose seems to us more likely to aggravate than 
to assuage the objections to their scheme. From the first 
years of the new constitution agitation would be set on foot 
to replace an admittedly teansitional system by something 
more acceptable. . , 

The second expedient of a d.yarehic constitutioii on 
the lines of the existing eonstitutio] iin the Governors’ pro- 
vinces was suggested by two Musing members of the Indian 
Central Committee, namely Sir Zuli'^ar Ali Khan and Dr. 
A. Snhrawardy. So far as we are liware their suggestion 
has received no support in the province ; and, in the absence 
of such support, wm agree with the Chief Commissioner that 
there would he very grave disadvantages in now giving the 
North-West Frontier Province a form of government which 
is being discarded elsewhere. The general arguments used 
by the CJommission in criticism of dyarchy in the Governors’ 
provinces would apply with special force in the JMorth-Wdst 
Frontier Province, where irresponsible opposition to the 
reserved administration would be particularly dangerous. 

There remains the third possibility, namely, a unitary 
‘ achcuno approximating to the form of government in other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local circumstances. 
This is the form of constitution recommended by the Chief 
Commissioner and represents the choice between the three 
courses which we would ourselves make. The sclieme which 
the Chief Commissioner proposes is -set out in an annexure 
to his letter ; but the matter is of such great importance to 
the peace and contentment of the North-West Frontier Pro- 
vince that we make no apology for ourselves’ recapitulating 
the features of the Chief Commissioner’s scheme and review- 
ing t^^e lines oh which it might be expected to funetior... 
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tlie method of direct election to district boards and mtmicipal : 
committees was still niiknown when the reforms of 1919 were 
introduced. NevertheiesSj they have participated with 
snceess in the dyarchical constitution of the province. The 
people of the North-West Frontier Province may well claim 
that the absence of direct representation for local purposes 
shoxdd no more obstruct the introduction of representative 
goveimment in their province now than it did in the Punjab 
in 1919. In fact the Chief Commissioner has mjw decided 
to introduce direct representation for the constitution of local 
bodies. 




There are, however, other reasons of great pi'aetical 
moment for carrying reform beyond the point reached by the 
Commission. Their proposals concede a legislative council, 
but de_ny_ any popular share in the executive. In effecn the 
Commission, equally with the Indian Central Committee, 
would leave tbe North-West Frontier Province, with some 
variation, very much at the stage which other provincea 
1^*1 with the iiitrodnction of the Morley-Minto reforms 
in would be in the executive no element of 

responsibiml^iA^® legislature. The uiudertaking of His 
Majesty’s Gov^?^l||nt set out in the announcement of the 
20th August 1917~ w^ ttid st ill remain unexpressed in the,', 
constitution of the NortP#«»UJ^]rontier Province at a tij33tfe 
when the other provinces arc rapdT}' moving forward to 
responsible government. We fully recognize tbe particular 
conditions ot‘ the North-West iProiitier Province so well 
described in the report, and do not overlook the weighty 
considerations which influenced the Commission in favour of 
a strictly cautious advance. At the sahie time the rcalitu-s 
of the situation, and we here have in mind the events of tiie 
past few months, make it a matter of the first importance 
that the scheme adopted should attract a reasonable measure 
of public support ; and, subject to the necessary safeguard, 
that it should not leave the way open for invidious comp- 
arisons between tbe form of government in the North-West 
'"'rontier Province and that introduced elsewhere. 
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76. The choice between three courses. — These are the 
broader considerations which we have before us. The 
choice of a constitution for the North-West Frontier Province 
seems to lie between three systems : either a Morley-Minto 
constitution, or dyarchy, or a unitary scheme on lines 
approximate to the form of government in other pro^'iwces, 
btit with provisions appropriate to the particular circum- 
stances of the province. The first represents roughly the choice 
made by the Commission and by the majority of the, Indian 
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Oeutrai Committee. For tiie reasons whicli we have just 
jvi-pen, we consider that it would not satisfy the political 
aspirations of the province, and would thus suffer from the 
fatal impediment that it would enlist no popular co-operation. 
Arguments based on the Commission’s contention that the 
province " forms the inevitaFle Isi'rain for military opera- 
tions ” seem to ns to be susceptible of implications other than 
those which the Commission draw. A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a foim of constitution for the North-West 
Jb’rontier Province which ivonld fall so far short of provincial 
expectations. Incidentally the suggestion of the Indian 
Central Committee to fix a ten years’ limit to the constitution 
which they propose seems to us more likely to aggravate than 
to assuage the objections to their scheme. From the first 
years of the new constitution agitation would be set on foot 
tn replace an admittedly transitional system by something 
more acceptable. 


The second expedient of a dyarchic constitution on 
the lines of the existing eonstitutiovlin the G-overnors’ pro- 
vinces was suggested by two Musl% members of the Indian 
Central Committee, namely Sir Zuli'|ar Ah Khan and Dr. 
A Suhrawardy. So far as we are VwaTe their suggestnm 
has received no support in the province ; and, in the absence 
of such support, we agree with the Chief Commissioner that 
there would be very grave disadvantages in now giving the 
North- We«t Frontier Province a form of government which 
is being discarded elsewhere. The general arguments used 
by the Commission in criticism of dyarchy in the CoverMis 
provinces would apply with special force in the _Noith-W s 
Frontier Province, where irresponsible opposition to the 
reserved administration would be particularly dangerous. 

There remains the third possibility, namely, a unitary 
scheme approximating to the form of government in other 
provinces, out with adequate power secured to the head of t - 
province suitable to the particular local circumstances 
This is the form of constitution recommended by the yOi..t 
Commissioner and represents the choice between 
courses which we would ourselves make, ihe scheme - 
the Chief Commissioner proposes is set out in an annexuie 
to his letter ; but the matter is of such great importance to 
the peace and contentment of the North-Webt h rontier Pro^ 
Vince that we make no apology fur ourselves recapitulating 


77. The Chief Commissioner’s scheme. — The scheme pre- 
pared by the Chief Commissioner contemplates a legislature 
to consist, as recommended by the Commission, of an elected 
and nominated element in about equal proportions. The 
precise suggestion is that the elective element should he given 
a majori.t.y of 03ie. So far there is agreement with the Cora- 
missioji, but in place of the, Commission’s scheme of indirect 
election, the intention is to substitute direct election “ if there 
is foui](l to be any .strong local feeling in favour of a body of 
elected members wholly chosen by direct election ”. The 
Chief Commissioner does not exclude the possibility of com- 
bining direct with indirect methods of election, but, as he 
states, the problem would require to be- worked out by a 
special franchise committee possibly local in its composition. 

. The siise of the council 'would be determined by the considera- 
tion of what would form convenient constituencies, but it. is 
anticipated that it would comprise a total , membership 
elected and nominated of some 30 or ' 40 members. 
The Hindu and Sikh minorities would be given weigh tage 
which might he double that to which they would be 
entitled on a poiDiilation basis, and would be given a choice 
between various methods of representation including separate 
electorates, reservation of seats, or even nomination. The 
official element would be limited to six or eight nominated 
seats. 


The (Commission rightly emphasize the need for vesting 
re.sponsibilit.v both for the five districts and for the tribat 
ii'teaets in the same executive authority. The Chief Commis- 
.scheme recognizes this essential requirement. The 
" head of the administration of the hrorth-West Frontier 
Province, to be known under these proposals as the 
Lieutenant-Governor, Would remain the Agent to the 
Governor General in Council for the tribal area. But for 
the administration of the five districts it is suggested that 
he should be assisted by twoi ministers, of whom one wouldL.--'^'^'"; 
be an official. . 




Tills departure from the recommendations of the Com- 
mission involves other important consequences. Instead of 
remaining a centrally administered area under the direct 
control of the Governor General in Council, it is proposed 
to devolve authority on the provincial administration with 
a classification of subjects into central and provincial, follow- 
ing broadly the lines of the classification in other p.i‘Ovinees. 
But there Avonld be exceptions in the case of certain sjlqoets 
peculiar to the North-West Frontier administration, which 
would be classified as central subjects and dealt with on the 
existing basis. The Chief Commissioner has enumerate?! some 
of these, for instance, the. frontier constabulary and scouts, 
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frontier remissions and allowances, and strategic roads as 
illustrations of matters chiefly relating to the tribal areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also, mentions the extra police 
and other forces necessitated by the geographical position of 
the province. We think it probable that on further examina- 
tion these should be classed as provincial. These, however, 
are matters of detail which need not here detain us. The 
broad point is that in making the dividing line between central 
and provincial subjects, regard would be had io the need 
for classifying as central certain subjects of all-India 
importance peculiar to the present administration of the 
North-West Frontier Province, which could not properly be 
entrusted to the provincial legislature. 

Simnitaueously with the devolution of authority to the 
local administration, it would be necessary to give the pro- 
vince a fii'iancial settlement. The Chief Commissioner has 
explained that fei^xiv-tetnecessary first to reach a figure 
of what may • its normal domestic expenditure. 

Steps have already been taken to enquire further into 
the classification which he has suggested of various classes of 
provincial expenditure, hut these again are matters of detail 
with which we need not encumber this despatch. The out- 
standing result is that even after heads of expenditure which 
should be classified as central have been separated, the 
revenues locally raised are expected to fall far short of the 
expenditure needed for the administration of the subjects, 
which will he classified as provincial. To meet this deficit a 
stihveidiou from central revenues would he required which, in 
agreement with the Commission, we consider w'ould be justi- 
fied. The Chief Commissioner suggests, and we are disposed 
to accept his suggestion, that the subvention fixed on this 
basis should not be variable from year to year, but should be 
subject to quinquennial review by the Assembly. 

These are the broad outlines of the alternative scheme, 
which with due regard to local conditions the Chief Commis- 
sioner has put forward. In concluding his description of his 
proposals, which he describes as tentative only, he summarizes 
the main respects in which they depart from the recommenda- 
tions of the Commission, namely, in the devolution of autho- 
rity to the local Government ; the provision for a financial 
settlement ; the introduction of -direct election to th# 
legislature ; and the presence in the executive of two minis- 
ters, one official and one non-official. The scheme is put 
forward in the belief that while Securing to the Lieutenant- 
Governor adequate controlling authority, it will give the 
province a flexible constitution capable, with the growth of 
political experience, of development and expansion without 


the necessity of subsequent violent changes or radical 
statutory amendment. 

f 8. Consideration by the Round Table Conference. — 

, We have no doubt that full opiiortunity will be taken at the 
Round Table (Jonferenee, in consultation with the British 
India delegates, to weigh and to assess the rival merits 
of the three schemes which we have set out, or of any others 
which may be pijt forward for consideration. Much weight 
will attach to the proposal to which the Commission have 
lent their authority. We recognize the care and the ability 
with which they have considered this most difficult problem. 
We do not differ from them in their assessment of the factors 
which must be borne in mind, and of which we appreciate 
the bearing. But recent events have thrown fresh light on 
what has become a pressing political problem. We do 
not disguise the risks involved. They are set out frankly 
by the Chief Commissioner. But the risk of continued poli- 
tical dissatisfaction in the Nort lMii i iy‘ ' ’‘ ' 7fe ' ^""' "F ^jmtier ' Province 
is' to our minds the greater menace. ’Tv for a constitu- 
tion which shall be so framed as, on the one hand, to safe- 
guard the peace and security of the frontier, and, on the 
other hand, to recognize the local aspirations with which we 
fully sympathize for a form of government, containing a 
popular element, for the administration of purely proyincial 
{subjects. With this objective before Us, while we appreciaM' 
•the arguments on which the Commission base their proposals, 
we favour the more liberal scheme which the Chief Commis- 
sioner has prepared, and which he recommends. 

Baluchistan. 

79. The Chief Conunissioner in Baluchistan accepts the 
view expressed by the Commission that no present change is 
required in the administration of Baluchistan, where no desire 
for western institutions has yet expressed itself. We also 
are of the same opinion. We agree with the Chief Commis- 
sioner in the importance which he attaches to the Commis-_ 
si on’s proposal for the representation of the province in the 
central legislature. We have borne this in mind in the 
suggestions which we have made below for the future com- 
position of the Indian legislature. 

Other Areas. 

80. The Delhi Province. — In our memorandum to the 
Cominission on the subject of the Delhi province, we observed 
that it comprises the seat of the Imperial Government and 
those areas alone which could not conveniently be severed from 
it. Though the memorandum was descriptive only, we drew 


upon the precedents of other countries to emphasize our 
direct intei’est in the general and political condition of our 
own enclave. The Commission’s view that the form of 
government in Delhi capnot be usefully altered is entirelj 
in accord with our own opinion. In our own suggestions for 
the constitution of the Assembly we meet the point taken 
by the Chief Commissioner that 'there should be two seats, 
one for a Hindu and one for a Muslim representative of the 
Delhi province. 

81. Ajmer-Merwara. — Similarly, in agreement with the 
Commission and with the Chief Commissioner, we consider 
that at present no constitutional reform can suitably be 
introduced in Ajmer-Merwara. We agree with the Chief 
Commissioner that the representative of the province in 
the Assembly should as now be elected, and should not, as 
suggested by the Commission, be nominated. It may not, 
however, be possible to meet the view of the Chief Commis- 
sion<}r that Ajme'r-Merwara be given a separate seat not 
shared with any other province in the Council of State. JBut, 
as in the case of Coorg, we agree that the views expressed 
by the Chief Commissioner in this matter should not be over- 
looked when the precise composition of the Council of State 
is being considered. 

82. Coorg. — The Commission have expressed the opinion 
that there is no ground for changing existing constitutional 
arrangements in Coorg.* The Cooi'gs themselves appear 
from the Chief Commissioner’s letter to be divided in their 
views on the future status of the province. Some sections 
are reported to favour amalgamation with a larger unit ; 
others desire to retain the separate existence of the Coorg 
province. We agree with the Chief Commissioner that, 
until local opinion has crystallized, it would be premature 
pnd unwise to take .final decisions. We accordingly accept 
tne recommendation of the Commission against any present 
^ change. 

We accept the Commission’s proposal to give , Coorg 
one elected seat in the Federal Assembly. We fully appreciate 
the distinctive historical traditions of Coorg as recalled by 
the Chief Commissioner, but we see some difficulty in aecept- 
liig his suggestion that this small province should also have 
one seat of its own in the Council of .State instead of sharing 
a. seat with Baluchistan and Ajmer-Merwara, as recommended 
by the Commission. The views expressed by the Chief Com- 
missioner on this point may however be further considered 
when the arrangements for the composition of the future 
Eliptmbilof f3tat©'arebeangma46*'C'.':i.?/.v , - 



8H. Machinery for constitutional changes.— Though we I 
accept the Oommissioii’s view that the time has not come for I 
constitutional change in any of these four central areas, Wf 1 
recognize that their existing systtniis of admini.sl ration may in I 
course of time come to require modificatioa. ' We .should hope' I 
therefore that there would be juaeliiiiery in the (’(institution to I 
enable administrative and eon.stitutional e}iaug'e.s to be made I 
at any time in the form of their government. .| 

BURMA. '1 

84. Separation recommended by the Commission.— Is": 
their report the Commission discuss* at Konie length iJie future'' 
of Burma. They describe the nature of its present asso-' l 
ciation until India, and expi*ess two main grounds for their ; 
belief that the two eouutrie.s .should now be Separated. These ■ 
two grounds, which they .state as (-ardinal considerations, are,l;' 
first, the sti-ength of Burman sentiment in favour of separa-| 
tion ; and, second, the constitutional difficulty of giving td': 
Burma a satisfactory place in any centralized system dd-!?' 
signed to advance the realization of responsible govei’nment 
in British India. Their examination of these two matters ' 
leads the Commissionf “ to the definite conclusion that noth- 
ing but the most overwhelming considerations could justify 
the continued retention of Burma within the Government of 
/India'’., Having reached this view, they next proeeod:,,.j,;tfc 
consider the main objections which have been raised, military, 
financial and economic. 

The Commission do not confest the argument in the 
Mpniagu-Chelmsford report that Burma must remainf “ part 
Indian polity ” for military reasons. They do not 
;i»to questions of high strategy ; but, after emphasizing 
A&e b'mit of Burma’s interest in the defence of t’ae North- 
y®^®^,®^Tutier,pf , India, they take their main point that§ “ they 
*' se'e. ,ho i’oasqn 'why it should fHOt 'be possible to combine p()li- 
tichl4|;epar^e^':'s^'{h^.ft|i,ti8fa6tory arrangeiments in the mili- 
tary sphere;T^i";pf®€^l^ fhey contemplate, that the troops i» 
a.separatedvBh^l^ppMUe under the control of the Gov- 
ernor in all OtdisM^ fchtemal matlArH ibAV «AAim +a tinve had 



Tliey restrict their consideration of the economic conso' 
qnences to the eifeet of separation on Burma’s economic posi- 
tion and its economic relations with India, and suggest that 
mutual adjustments should be made by way of a trade conven- 
tion between the two countries to the advantage, of both. 

9 » 

I he general view vi^hieh the Commission reach from these 
conclusions is that there are no military, financial or economic 
objections of such weight as to amount* to ‘ ‘ overwhelming 
considei’ations ” sufficient to justify the retention of Burma 
under the Government of India. They accordingly make a 
definite recommendation that Burma should be at once sepa- 
rated fro.'U India, and they suggest that a declaration -o that 
effect should he raade as early as possible. 

85. The military problem. — In the short time at our dis- 
posftl we have endeavoured to supplement the Commission's 
investigations into the probable military, financial and eco- 
nomic consequences 'of separation by fui'ther departmental en- 
quiries on onr ov^ti part. We take first the military problem. 

We do not here concern ourselves with questions of the 
garrison required in a separated Burma ; nor with the sources 
from Avhieh it should be obtained ; nor again with such mat- 
ters as tke nature and extent of such financial contribution, 
if any, as Burma might for one reason or another be re- 
..quired to make towards the defence of India. The broad 
issue which we place before ourselves is whether or not strate- 
gical considerations make it essential to maintain a single 
military organization under unified control for the de- 
fence both of India and of Burma. On this broad issue the 
technical advice whieli has been tendered to us by our col- 
league His Excellency the Coinmander-in-Chief is that unified 
control is not essential. Wo are informed that there is no 
military reason why each country should not possess its. 
'uwn separate defence organization. This advice immensely 
simplifies the problem with which the Commission werg faced. 
It does not mean that difficult and complicated issues may not 
arise in deiermining the appropriate arrangements for _i_he 
defence of Burma. Nor does it exclude the possibility 
of some measure of miffual co-ordination in the arrangements 
made for the defence of the two countries. Biit the advice 
which we are given, and which we are disposed to accept, 
goes far to remove the military problem as in itself an 
obstacle to the separation of Burma. Moreover, it is wholly 
Is aceord with the r^ 

Bui-ma themselves thatt separation should he complete, and 
Wolume II, para. 219, letter, para. 14.'_ _ 



should extend to the military as well as to the political 
sphere 

86. Financial considerations. — ^Our examination of the 
financial consequences likely to arise from separation is neces- 
sarily incomplete, hut we enclose in the form of an appendix* 
a memorandum prepared in our Finance Department discuss- 
ing various aspects of this matter. The calculations made 
by Sir Walter Layton in his note on the financial aspect 
of separation are examined and discussed, and the conclusion 
reached by the Department is that it would not be safe to 
accept at present the Commission’s finding that separation 
could fairly he effected in such a way as to do no financial 
injury to India. At the same time, according to the depart- 

■ mental view, separation could be brought about in such a way 
that the revenue loss to India would not be of sufficient mag- 
nitude to make it a factor of overriding importance in con- 
sidering the pros and com of separation. The reactions of 
separation in the financial sphere will not be confined to its 
direct effects on revenue and expenditure. In eonsidevhig 
these reactions we wish to emphasize the great desirability, 
if separation is to be carried out, of adjusting the relations 
between the two countries in a spirit of reason and mutual 
accommodation, so as to avoid as far as possible the ill-effects 
which might arise from so great a change in long-es1;ablished 
practice. This remark applies equally to the economic consl^s 
quences referred to in the next paragraph. 

87. Economic consequences. — ^We turn now to tiie possible 
economic consequences of separation. Here we pass into a 
region where precise statements of the probable future posi- 
tion in the event of separation cannot be made. At present 
the two countries come under a single economic system. The 
Commission have examined the question piimarily from the 
aspect of the reactions of separation on the economics of 
Burma. They comment on the divergence of interests, 
between India and Burma and mentionf that “ Burma in- 
creasingly feels that its own practical interests sometimes con- 
flict v/ith ihe policy which commends itself 'to the .majority 
in the central legislature ”. We are aware that some sec- 
tions of influential opinion in Burma take the view that econo- 
mically their country suffers by its union with India, and that 
this constitutes a factor in the local demand for .separation. 
Blit even if it were to be established that under existing 
an-angements Burma suffers some economic disadvantages 
not directly offset by compensatory economic benefits, this 
would not necessarily lead to a decision in favour of imme- 
diate separation. It would still be necessary to assess the- 


^Appendix IX. 
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economic elfeet on India of a separated Burma. The niosi 
that we are able at present to say on this subject is that the 
economic effects may be considerable, but that, as siiggesteii 
by the Commission, it should be possible to secure the legiti - 
mate interests of India by some such means as a trade con- 
vention on terms mutually advantageous to both countries. 

88. Administrative aspects, — ^Into the more general as- 
pects of separation we have made similar departmental in- 
vestigation. No administrative objections have heeji brought 
to our Jiotice of such moment as to affect a deci- 
sion on the broad question of policy whether Burma should 
remain a part of British India, or whether it should be separ- 
ated. If the political association of the two countries were 
to be terminated, it might still be found desirable by mutual 
agreement to retain common services for certain purposes. 
For instance, local difficulties in organizing scientific depart- 
ments corresponding to the Geological Survey of India, the 
Survey of India or the Meteorological Department could be 

' met by agreed arrangements on a basis of payments made for 
services rendered. Any necessary co-operatiop, for instance, 
in agricultural, medical or forest research, could no doubt be 
; settled by negotiation. 

89, Separation accepted in principle. — The brief review 
which we have made of the military, financial, economic and 
: administrative factors leads us generally to the same con- 
clusion as that reached by the Commission, namely that, 
however important may he the practical considerations whiph 
are raised by the proposal for separation, and we do not dis- 
guise from ourselves the fact that the consequences may be 
far-reaching, they do not in themselves constitute any iusni- 
monntahle barrier. The separation of Burma can therefore 
be examined in the light of the broader considerations of 
policy adduced by the Commission. In their first volume the 
Commission* set themselves “ to bring home to the British 
Parliament and the British people in what the difference 

■ between Burma and the rest of India essentially consists”. 
The people of Burma are entirely different from the people 
of India. They come from a different stock and liave a 
diffoi’ent history. The former rulers of India never 
ruled over Burma. The country in which the Burmese, 
live is geographically distinct from India and is cut 
off from it by sea, mountain and jungle. These state- 
ments by the Commission of the differences between the 
two countries supply the fnndamentaT argument in favour of 
separation, an argument which develops greater strength 
ith each step forward that India takes on the road to self- 
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goveniineiit. The Commission describe the difTieulties of ;j 
Burmese representation in the central legislature, and the 
disabilities from which the few Burman representhitives must " 
necessarily suffer in a body preponderatingly Indian in its 
composition and its outlook. We accept their description and 
we recognize the difficulties. But the real argument for 
seiraration is that in the words of the Joint Eeport * “ .Burma 
is not India For that reason the growing volume of 
Burmese sentiment in favour of separation is now difiieult 
to resist. Since the publication of tlie Commission’s report 


the Burma legislative council has again expressed itself 


Unequivocally in favour of seijaration, and in their letter the 
Oovernment of Burma aceeptf as “ unquestionably correct ” 
the oslimate of Burmese opinion made by the CommisHion.f 
We accordingly endorse the view- expressed by the 
Oomioission that, so far as there is public opinion in 
Burma, it is strongly in favour of separation. Assuming, 
therefore, that an equitable financial settlement will be made 
between the two countries, and that their respective economic 
interests wull be safeguarded by arx'angements which we hope 
may be mntnally advantageous, we support in principle the 
proposal that Burma should now be separated. At the same \ 
time we feel strongly that it is a matter regarding which 
Indian opinion should have ample opportunity: to declare 
'itself,: and we would not ask His Majesty’s Government to 
^come to any definite decision until there has first been Ml 
discussion of the whole question at the Bound Table Con- 
ference. We accept the view of the Commission that there 
is nothing to be gained by postponing separation to any later 
stage in the constitutional growth of . British India. If 
separation be accepted ' iU; principle, the present re- 
vision of the whole cohs^tUtion of government in British 
India supplies the appropriate occasion for; making the 
change. 




90. An early declaration of policy.— -The Commission 
suggest that an announcement should be promptly and pub- 
licly made that the policy of separation of Burma from British 
India has been approved, and that consideration will at once, 
be given to the question of the new constitution of Burma, Vi 
and to the adjustment of the many complicated and important^ 
matters which must arise during the period of transition. 


As we have just indicated, we do not contemplate that any ^ 
public declaration should be made before the question of the 
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separaiion of Bnima lias been considered by the Eomid 
Table Conference. Tberc may even be difficaltios in making 
an annonneenioiit before Parliamentary approval has been 
obtained. This, however, would be a matter between His 
Majesty’s Government and Parliament. The point with 
which we are concerned is to invite attention to j;he emphasis 
which the Government of Burma lay upon the need for ex- 
pedition, in order that a new constitution for Burma may 
come into being at the same time as the nev' constitution 
for British India. Tn view of the large issues involved, we 
have some doidit whether this will in fact be possible ; but, 
assuming that tbe general ease for separation is established, 
we agree both with the Commission and with the local. Gov- 
ernment that an early declaration of policy is desirable to 
enable enquiries to be set on foot without avoidable delay, in 
order to effect the separation as nearly as may be simulta- 
neously ■with the introdnetiou of the new constitution in 
India. 


91. The machinery for enquiry. — ^We have mentioned that 
large issues arc involved, and we shall endeavour to give 
a connected view of the general nature of the enquiries 
which seem to us likely to be necessary before separation can 
be carried into effect. In such an event, there -wou-ld be three 
classes of matters to be considered. In tbe first place a new 
constitution for the separated Burma would be required. 
Secondly it would bo necessary to separate the finances of tlie 
two countries and to determijie in other respects their mutual 
rights aiid obligations. And, lastly, there are all those 
arrangements which may require to be made by agTeement 
jbetween two separated countries, arrangements, for instance, 
Irelating to commercial and trading conditions. Tbe most 
|that we can attempt at this stage is to sketch in outline the 
machinery which may be necessary for the investigation of 
these several matters. 


1 92. A constitutional commission.-— The Commission na- 
turally do not themselves undertake to elaborate a constitu- 
tion for Burma because, as they say, suggestions from 
' authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the. Consequent readjustments 
’ ;"are hypothetical. But they indicate* that they do not con- 
fAtempl'ate that “ the framing of a new constitution for Burma 
would be undertaken without full consultation on the subject 
i?vith- those having special knowledge ■.■of; the working of the 
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present government, or until after further enquiry into local, 
conditions and opinions 

We should not anticipate that there could be any difference 
of opinion on the necessity for appointing some authoritative 
ad hoc body, ■whether commission or committee, to report upon 
a new constitution for Burma. Conflicting’ views may 
be held regarding the exact nature of this body. The 
Government of Burma set out two alternatives, either en- 
quiry by a Parliamentary comnoission appointed by Eoyal 
Warrant or enquiry by a committee in which Burmans 
would be included. For reasons given in their letter the 
local Government prefer the former method, but would make 
provision to associate a select committee of the Burma 
legislative council with the work of enquiry both in Burma 
and in England. We do not ourselve.s feel called upon at 
this stage to express an opinion on these alternatives. But 
there is a considerable Indian population resident in Burma; 
and Indian capital and labour play an important part in 
Burmese business. The Government of India could not there- 
fore disclaim all concern in the framing of a new constitution 
for Burma, and we would expect that in the prpcess of enquirys 
. Indian opinion would be given adequate opportunity to be 
heard on all matters touching Indian interests in Burma. 

. These, however, are matters into which we need not now enter. 
Our immediate intention is to affirm the need which, in 
the event of separation being accepted, will at once arise 
for full and specific enquiry into the framing of a new con-' 
stitution for Bm’ma, a problem which has not yet been 
examined. 

Wiile we limit ourselves to stating this broad proposition 
there is one matter of particular importance relating to tl- 
terms of reference to he given to those entrusted with th 
responsible task, on which the local Government commeh 
• and to which we invite attention. When the announcemeiiiff 
of August 1917 was made, Burma was, as it now is, a part?? 
of British India. The progressive realization of responsible^ 
government was promised to Burma equally with the rest o^ 
India. It is important that the pledge then given simifid be"| 
re-affirmed to a separated Burma. In some quarters doubts 
have been cast on the motives alleged to underlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policy of His Majesty’s.- 
Government should, in the event of separation, be publicly 
made in order to set such doubts at rest. We agree with the 
local Government that the point, which was not overlooked 
by the Commission,* can probably best be taken in the terms 
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le commission or committee appointed 
Diistitutional enquiry. We do not pro- 
, „„ ./Mch this enquiry should proceed, 
the defence of Burma will he a matter 

j, Ave may be expected to*possess 

For that reason, as also because of the 
ation of the two countries, we assume that the 
Avith the constitutional enquiry will obtain the 
authorities in India on this question. 

,ss on, we take this opportunity to 
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: 93. The financial settlement, 

' aspects of the separation of Burma were 
Walter Layton in an appendixt to the report 
mentioned' his general conclusion, which 
f accept, that separation could fairly he efteeted 
s as to do no financial injury to eh„-- - 

Burma with adequate resources, and we have in^cea_ 
tion to the ratb.er more cautions antimpation of ^be 
position made bv our oavii Finance Departmenu Tn^ 
miment of Burina state that while they do not aece 
assumptions made by Sir Walter Layton, Jhey, accept 
sypiinvfil coiKslusioii that there is no strong ^ 


financial settlement the main point to be considered is the nee4 ■: 
for satisfying public opinion in both countries that each is J: 
being fairly treated. Indian public opinion would watch this 
aspect of the arrangements very jealously, more particularly j 
the all4teation of debt burdens. Wo believe that a eomnnttee j 
of the Prixy Council would be the sort of tribunal most likely 
to satisfy Indian opinion. Their decisions could be given on 
exddence placed before them, assisted by expert witnesses, 
or possibly assessors, from India and from Burma. 

94. Trade agreements. — There remain the matters to be 
settled by agreement. Those which xvo have principally in 
view are connected with trade and commerce between the two 
countries. It might he argued that the consideration of these 
aspects of the problem eonld be left over until separation is 
effected, a financial settlement reached, and a new constitu- 
tion for Burma inaugurated. The contrary view might be 
taken by Indian critics, that Indian opinion would only agree 
to separation subject to satisfactory arrangements being 
made on such matters. We do not ourselves consider that 
this, attitude could he . shstained, but we recognize that the 
knowledge that India and Burma were agreed to work to- 
gether to their mutual advantage in regard to these questions 
would facilitate the discussion of the overriding issue of 
separation. We therefore agree with the local ^y^ilnWt 
that in the treatment of these questions, as in the colloc 
of material on which to reach a financial settlement, the grbutid 
should be prepared and endeavours made to establish without 
further delay an agreed statement of facts to serve if possible 
as a basis for future arrauements, which the two (lox^'ern- 
ments, as they stand to-day, should agree to aeeei3t. 

95. Summary. — ^After accepting separation in principle, 
we have in these paragraphs attempted to indicate in very 
general terms some of the more important issues involved, 
and to suggest machinery for their treatment. Should "the 
policy of separation be adopted, these matters will require a 
veiy mne.h closer examination in detail than it xvonld be pro- 
fitable for ns to gWe them at the present stage, while the 
acceptance of the policy’’ itself is still lypotlieiical. 

THE CENTRAL EXECUTIVE. 

96. The conditions of the problem. — ^Wo come now to the i 
central Covernmont and the main problem which it presents, 
namely^ the nature of the central executive and it4 i 
relations -with the legislature. In oonsiderfng the form of '' 
government at: the : centre it :is necessary:: to Temember: :that-‘ 
we are engaged in a process of transition from a systeipl 
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of bureaucratic administration towards full responsible gor- 
■ ernment. The process may be said to have commenced as 
soon as a legislature containing an elected non-official element 
was set up. It has been developed by successhe 

increases in the elected element in the legislature and in the 
powers, that the elected element enjoj's, and also by tlie 
, inclusion of non-official Indians in the central executive. We 
liave already explained that in our view’ the time has not 
yet come for the final completion of this process, and that 
the present period of transition requires the continuance of an 
effective partnership between Britain and India. A 

partnersbip involves on botli sides some measure of accom- 
modation and compromise, and there is always a danger that 
it may lead to division of opinion. Nevertheless it is clear 
that on no other principle can we expect to devise at this stag© 
a form of government at the centre which will pro\dde for 
the essential interests and responsibilities of Britain, and 
at the same time give scope to the reasonable demands and 
aspirations of India. 

97. The existing form of government. — ^It may be con- 
venient at the outset to recall the framework of the existing 
stnicture of government at the centre. The Governor General 
in Council is responsible in all matters to the Secretai^ of 
State. The members of the executive Council are appointed 
by the Crown and three of them must be persons who 
have been for at least ten years in the service of the Crown 
in India. The legislature consists of two chambers, of which 
the first contains a substantial majority of elected members,' 
though the nominated element consisting of 26 official mem- 
bers and 14 non-officials, is of sufficient size to play a very 
important part. The non-official Indian members of th* 
Governor General’s Council have not been drawn from 
the existing legislature and do not depend for their 
position on its support. The Government endeavour to 
accommodate their policy so far as circumstances permit to 
the views of the majority of the legislature. But this does 
not obscure the fact that ultimately they are responsible to the 
Secretary of State, and that in the las.t resort there are 
special powers by which they can secure wffiat they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legislature. 

98. The working of the existing sptem. — Unity in the 
executive. — In onr view the main conditions of a strong Gov- 
ernment on the lines which have already been " drawn, 
irrevocably for India are, first, infernal unity in the execu- 
tive, second, harmony between the -executive and the legisla- 
ture and, third, a sufficient- backing , from public opinion, 

'■jproposh to consider in the fifst':pJi&^ 0 r;jfo-;Wbat extent thes# 


couditioris are at present realized. The existing system pro- :* 
Tides adequately for the first condition, namely, internal unity' ■ 
in the executive. All the memhers of the Governor General's. , 
Oounoil are appointed by the Crown. An Indian member of ‘ 
Council may have made Ms name in political life, but on : 
appointment to the Council he would be regarded as a tem- 
porary official, mox’e amenable perhaps to popular inliuencos 
than an ordinary official, but standing apart from the legisla- 
ture, and for the time being lost to popular politics. The 
execntuu) thus retains its unity. 

99. Relations between executive and legislature. — The 
second condition however, namely, harmony between executive 
and legislature is on this very account most difficult to realize. 
There is no effective link between them, and it is important 
to see whether their mutual relations are such as to avoid 
embarrassing the Government as a whole. The Commission 
would almost secern to suggest an affirmative answer. It is 
true, as they point out, that a large number of Government 
measures have been passed by the Legislative Assembly, 
and that, though many of these are of subsidiary interest, 
some have been,, of great* importance.- It is necessary, 
however, to look below tbe surface. If the working of the 
system is analysed, it will be found tha 
amount of non-controversial business is got 
ment ; that in matters important in themselves, but which dd' 
not seem to the executive to be in conflict with its vital 
responsibilities, the executive is prepared to let its decisions 
be largely guided by tbe views of the legislature, and that in 
matters which raise issues affecting the essential responsi- 
bilities of the executive, the latter is sometimes able with the 
foundation of a nominated official and non-official element 
totalling 40 out of 145 members to secure sufficient support, 
from other groups to get its own way by a bare majority and 
after acute controversy. Bnt there are occasions when the 
executive fails to carrj’- in the legislature measures which it 
regards as of the first importance, and there are other occa- 
sions when it feels that certain legislation, even if not of an 
essential character, ought to be undertaken, but knowing that 
there is no chance of canying it, refrains from introducing 
it. Thus, although at first sight it might appear that the 
executive is usually able to carry its measures, the real situa- 
tion is that in any controversial issue the Government can 
seldom be certain of securing the support of the majority of 
the Assembly. It is true that their executive powers are un- 
impaired, though they are subjected to inevitable and cease- 
less criticism. But the difficulty of ensuring a majority in 
the Assembly may frequently be a source of embarrassment 
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nroiecls of legislation or in obtaining supply. In these 
in proj ^ nnlikelv that what "we have described as 

fl P^tW"d^cOTdition'"of a strong Government should be I'^^-^^^ed, 

namdy V sufficient backing from public opinion ^'iSelv 

namexy, a. , /-^rnitToversies in the Assemhly demmeiy 

to “-ry. 
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Ooverainent being niidermined by continuous and uiijustifiabk 
attacks. Publicity is suggested as a corrective, but satisfae- 
tory puliiicity for a Government placed in the, positioii "Wa 
have indicated above is difficult to secure. Tbe oul}'' effective ' 
remedy is to enlist a greater degree of popular support. 

103. Outline of proposals of tbe Commission. — Having 
given a general picture of the existing constitution at the 
centre and the way in which it works, we have to consider 
agaizist this background the proposals of the Commission for 
the future. _ The Commission suggest no change as regards 
the responsibility of the Governor General in Council to the 
Secretary _ of State, and. they have been unable to propose 
any definite restriction of the field in which the Secretary 
of State will exercise his powers. In all matters, with the 
exception of those covered by the fiscal convention, the prin- 
ciple of which, however, they do not approve and would not 
extend, the Commission contemplate that the Governor 
General in Council will remain subject to the orders of the 
Secretary of State. The Commission further insist* in 
very emphatic language on the unity of the Council. “ Unity 
in the central executive must be preserved at all costs ”, 
They propose to continue the requirement that three of the 
members of the Governor General’s Council should be persons 
who have been for at least ten years in the service of the, . 
Crown in India. They put forward, however, two important 
suggestions in connection with the appointment of members of 
the Council. In the first place they suggest that the members 
should be appointed by the Governor General instead of by 
the Ci’own, and in the second place they suggest that some of 
the members of the Council should be taken from among thq 
members of the legislature. At the same time they propose 
changes in the composition of tlie legislature which might 
have far-reaching effects. They contemplate that the 
Assembly should be composed by indirect election from mp- 
vincial councils, that its numbers should be raised from 1^5^ 
to something between 250 and 280 and that the official element ! 
should be reduced from a total of 26 to 12, to which would he f 
added the members of the Governor General’s Council. We 
discuss the general question of the substitution of indirect 
election for the present direct method when we come to deal 
with the central legislature. But it is in point here to observe 
that there is little ground to anticipate that this change 
would produce a legislature of which it could be predicted 
that it would work harmoniously with the executive 
contemplated by the Commission. In any case it is evident 
that these proposals, wquld completely change the balance of 
the legislature, and that ..the pi’Oportion which the offieihi ' 

* Yolame I'l, para. 166 . 
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element bears to tbe whole would be so small that it would 
be unable to exercise any appreciable influence. 

102. Implications and consequences of these proposals. — It 
is necessary to examine fullj’ the- implications of these pro- 
posals. Such an examination appears to indicate that in 
practice they can hardly produce the strong central Gov- 
ernment which the Commission desire to see. Indeed they 
carry a stage further a process which we consider has al- 
ready reached the limits of safety. The policy pursued in 
the past in developing the constitution has been to make suc- 
cessive advances in the legislature, while maintaining more 
conservative treatment in the executive. That may have been 
a wise course as a matter of political education, but in other 
respects it has had consequences not salutary. As we have 
pointed out above, it has tended to foster irresponsible cri- 
ticism in the Assembly, and placed the executive in a difficult 
position. A stage has now been reached when the appropriate 
course appears to be to endeavour to bring the development in 
the legislature and the executive into closer co-ordination. 
We should therefore prefer to pursue a somewhat more 
cautions policy in regard to the legislature, and to consider : 
whether it is not possible to contemplate some development of 
the Commission's proposals for the executive in its relations 
on the one hand to the Secretary of State and on the other to 
the legislature, which would afford promise of more favour- 
able conditions than these proposals, as they have been gene- 
rail)' understood, would appear to contain. Under Clio pro- 
posals of the Commission we fear the executive would find 
itself constantly faced with the dilemma either of conflict with 
the legislature, under conditions in -which it could never ex- 
pect a majority, or of subordination to the \flews of the le.gis- 
lature. The answer suggested by the Commission to this line 
of comment is that in fact Government policy will be pro- 
foundly affected by the action of the legislature, and that the 
executive will to an increasing degree be responsive to the 
will of the members of the Assembly. This doctrine of “ res- 
ponsiveness ” is one to which we ourselves attach great 
importance, but it must be recognized on the one hand lhat it 
cannot bo applied when the popular view is in opposition to 
the i>olic‘y which Parliament considers: it necessaiy to pur- 
sue, and on the other hand that when it is applied consistently 
it approaches very near to responsibility. Eesponsiveness to 
the legislature is difficult to combine ' with a strict adher- 
ence to the principle of responsibility to Parliament over the 
whole field. We shall deal with the matter more fully later. 
At this point we only wish to suggest that the difficulties in- 
herent in the situation would he greatly enhanced by consti- 
tuting the eixecutive and the legislature on principles .-which ss: 
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woiild widen tlie gap between thenn W® deny tMfe 

must in prasent , conditions remain an appreciable 
i degree of inoompadbility, but our aim sboukl be to rednce 
that incompatibility so fat- as circnnastnnees permit If, aa 
We bold, tbe Commission were right in taking the view that 
the present popular character of the legislature should not he 
impaired, any adjustment must be sought in revision of the 
composition of the executive or of its responsibilities. Ih 
regard to tbe latter point we have already suggested that it 
may he possible for Parliament to restrict its interest to cer- 
tain definite purposes, a course which would have im- 
portant effects on the relations of the central executive and 
its legislature. In regard to the form of the executive it may 
he that, in order to obtain a greater degree of harmony with 
die legislature, we shall have to sacrifice something of its in- 
ternal niiity. We do not fail to realize the great importance 
of effective unity and shall endeavour in any suggestions we 
make to promote its retention in the greatest degree possible. 
But we do not think that afi other considerations can be sac- 
rificed to the attainment of this one object, or that internal 
Unity in the executive without any degree of harmony between 
the executive and the le^slature will, yield a strong or .even ' 
a tolerable Government. ’ ■ , ’ 

103. The possible methods of sharing power. — Exclusion 
. of certain functions from the field of the central Govera- 
ment. — We have made it plain that in our view conditions '^at 
the centre involve an inevitable duality or sharing of power 
between Parliament and the Indian legislature, aud ive now 
proceed to consider the various constitutional forms by winch 
this essential fact might receive expression. The most ex- 
treme and rigid method would be to exclude certain subjects 
from the purview of the Indian legislature, and to administer 
them in unqualified responsibility to the will of Parliament. 
As a moans of dealing with strictly limited problems for very 
special reasons it deserves consideration, and we shall discuss 
below the proposals made by the Statutory Commission for 
excluding from the sphere of the Governor General in Council 
the administration, of the army, and the exercise of para- 
mountey in regard to the Indian States. But the objections to 
any considerable extension of this system are obvious. Con- 
stitutionally it may be distinguished from dyarchy in that in 
the main sphere of government there w-ould he no division. 
But if the excluded sphere were appreciable there would 
really he twm Governments, and that is clearly not an arrango- 
ment which could be contemplated. Moreover, even if the 
excluded sphere is limited, such a plan involves a separa^- — 
of the^ functions of government to which there are sidistan 
"Objections. ' ' , ■ > ■ , - ■ , 
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104. Exclusion of rights of paramountcy in relation to 
Indian States. — Tlie s^jecific proposal, however, made by t]>.e 
Commission that in future the Viceroy, and not as at pi-esent 
the Governor General in Council, should be the agent of the 
Paramount Power in its relations with the Princes, appears to 
us to rest on a sound basis and has our full support. We 
give in detail later the reasons on which this conclusion is 
based. It is sufficient at this point to state that we regard the 
exercise of paramountcy over the States as not one of the 
natural functions of the Government of British India, and 
we recommend accordingly that it should be vested in the 
Viceroy alone. 

105. Suggested exclusion of defence. — The Commission 
have proposed, for special I’easons, that the problem of the 
defence of India should also be solved on the lines of exclu- 
sion. They suggest that a definite agreement might be 
reached bet’ween India and Great Britain, acting on behalf 
of the Empire, whereby the forces composing the existing 
army in India would ho longer be under the control of the 
Government of fudia, but would be under an Imperial autho- 

: rity, which would naturally be the Viceroy acting in concert 
...with the Commander-in-Chief. The Imperial authorities 
would undertake the obligations of Indian defence in return 
, for the continued provision of definite facilities as to reeruit- 
inent, areas, transport and other matters. It is suggested 
that there would be an equitable adjustment of tbe burden of 
finance, a contribution subject to revision at intervals being 
made from Indian revenues, wMle it is foreshadowed that the 
balfluce of the expenditure would he home by Great Britain. 
The central legislature would not vote the annual 'sum re- 
quired for the army, the appropriation of which would be 
^authorized by certifi:Gate of the Governor General. It is sug- 
- gested that a committee on army affairs should he constituted, 

; on which the central legislature would have representatives, 

: for the purpose of discussing and keeping in touch with 

■ military questions. The military administration would have 
, to be secured in all necessary coi^trol over its own dispositions 

and arrangements, and would have the right to demand the co- 

■ operation which it now enjoys from the civil authorities^ 

; Wo examine elsewhere the more practical administrative 
; aspect of these proposals. At this point we confine our- 
: selx'es to a, consideration of the scheme in regard to its con- 

: stitutional implications. 

; 1 The constitutional aspects of this suggestion.— The 

^ GoHisaission have been greatly imptessed by two ineontest- 

abJo facts. The first is tha'fc the d^^ce of India involves 
iJi|si:ds£s.-'in which the,, whole :0l|]ppite:5As'licQhcerjieii.,,.TW 
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second is that, though we look forward to a future in which , 
India will assume responsibility for her own defence, foi :| 
the present and for itnany years to com<^ the defence n! ';;» 
fcdia must rest on an army which includes a large British 
■filement. From these two facts the Commission draw the 
eonclusion, which we fully accept, that Parliament eaimot 
now or in ajiy future which is within sight divest itself _ of I 

ah responsibiiity for the army in India. The Commission, 

view this eonclusion as involving an obstacle in the w’ay of j 
progress to full responsibility. We agree that the problem 
of defence is the most serious dillicnlty that stands in the 
way of India’s attainment of fully responsible self-govern- 
ment, and that it is likely to continue longest. But at the 

■ moment it is by no means the only difficulty, and we think it 
is important not to suggest that its removal would at once 
clear the wmy to fully responsible government over the rest 
of the central field. It is evident that that is not the view 
of the Indian Statutory Commission. On the contrary, , 
according to their plan, after the exclusion of the army from 
the sphere of the Government of India, that Government 
would still remain irresponsible to the legislature. It is 
doubtful therefore whether under this proposal of the Com- ' 
mission there would be any immediate gain to India’s consti- 
tutional progress, and we are somewhat apprehensive of .a ,, 
.premature decision. Conditions do not remain static, and, it J 

■ seems to us not impossible that, by retaining the army for 
the present tmder the control of the Government of India, a 
worktible partnership in its administration may gradually 
be evolved by means of the natural processes that we hope ■ 
to see set up by the new constitution. On the other hand we 
do not in any way ignore the advantages promised by the 
proposal, even if the full effects of these might not be imme- 
diately foil, and we arc of opinion that so far as eoueerus its 
constitutional aspect, much m.ust depend on the attitude of 
Indian o]')inion. If that opinion expressed itself definitely 
in favour of the idea, we should certainly recommend that it-' 
should he further examined. 


107. A scheme contingent on exclusion of defence. — In this 
connection one of our number wishes to draw attention to a 
scheme which in his view would deseiwe careful consideration, 
if it were found possible in agreement with Indian opinion 
to place the administration of the army and the defence of 
India in die hands of the Governor General. With this 
barrier to constitational advance removed, he suggests that a ■] 
form of central executive mi (rht be considered which would 
make feasible a considerable measure of responsible .’j 
government. The scheme would recogmize fully the :i 


concern of Parliament for securing certain purposes 
wliicti we liave described elsewhere, and the principle 
would be that after providing means whereby the duty 
resting on Parliament in respect of such matters might be 
discharged, responsibility for the rest of the administration 
• v/ould pass to ministers answerable to the legislature. 
The feasibility of the scheme admittedly depends in the first 
place on an agreement by British and Indian opinion to 
remove the administration of the army from the province of 
the Government of India and place it in the hands of the 
Governor General. With the elimination of this responsi- 
bility'' and of the exercise of paramountcy over Indian States, 
which ■^ve have already recommended should be the function 
of the Viceroy and not of the Government of India, it is sug- 
gested that the \vay would be left open for the functioning of 
1' a unitary Cabinet, responsible to the legislature and adminis- 
tering all the remaining departments of Government, but 
subject to the overriding control of the Governor General in 
all those matters in w^hich Parliament found it necessary to 
I ; maintain its responsibility. Though the administration of all , 
subjects, except the two which would he excluded from the 
^ifunctions of the central Government, would be conducted by 
'ministers chosen from and responsible to the legislature, the 
ministers would iii cases which affect the responsibility 
reserved to Parliament be subject to the exercise by the 
Governor General of extraordinary powers of direction and 
veto. For the effective exercise of the powers reserved to 
the Governor General, it would be necessary that he should 
be suitably advised. It is suggested that one way in which 
this purpose could be served would be through the appoint- 
ent of two or, if found necessary, more advisers of suitable 
lexperience and standing, who would be charged with the 
jpecial duty of pointing out when a course of action or 
ibstention from action w'as ealcTilated adversely to affect the 
terests which it Avas the duty of Parliament to safeguard, 
lueh advice would be tendered in the first instance to tlie 
minister concerned, and in the event of the minister’s refusal 
to accept it, it would be for the Governor General to decide 
either forthwith, or after consultation AVith the Secretary of 
State, Avhether the occasion demanded the exercise of his 
speciaT poAvers. With the secretaries in the variou.s depart- 
ments Avould rest the' duty of seeing that all important ques- 
' tions, even remotely likely to impinge bn the sphere in which 
'Parliament maintained its responsibility, were submitted to 
"^he ministers through the adviser’s, who would thus be in con- 
slant Touch with the important day to day administration of 
departments. Finally, the Governor General would he armed 
"th the powers requisite to enforce a decision both in the 
eld ' of legislation and finance, and the ultimate power of 
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suspending the conBtitution would also be a necessary coroV; S 
lary. ■ it would be specially necessary to provide for tlio';;* 
responsibility of Pariianaent in the financial field. The re-;® 
payment of the public debt of India and the interest thereoH,'i® 
the charges due from the Indian exchequer for the cost of 1| 
Indian defence, the pay and pensions of officers appointed * 
by the Secretary of State, would all need to be specifically '■ 
provided for by making them a first charge on Indian reve- || 
nues, and the management of the currency would need to be I 
entrusted to a reserve bank suitably constituted and placed I 
on a statutory basis. The fulfilment of certain conditions, 1 
such as the establishment of a reserve bank of this character I 
and the constitution of a statutory'- authority for the control 
of railways, would precede the inauguration of such a confeti- 
tution. These preliminaries, which would be of a definite 
and specific character, need not however relegate its intro- 
duction to an indefinite or unreasonably distant date. 

It is recognized by onr honourable colleague that it is 
possible to urge objections, not without* force, to such a 
constitutional projectj and to express doubts, not without 
justification, as to its operation in practice. The important 
question, however, in his opinion is whether on the one side 
the proposal to confine the limits of Parliamentary inters 
terence within as narrow hdundaries as possible, and the 
manner of its exercise, would find acceptance, and on the 
other whether certain inevitable limitations of authority 
would meet with acquiescence. The advantage claimed for.- 
the scheme is that it permits of a unitary Government at the 
centre, of a healthy development of parliamentary life, pro- 
cedure and conventions impossible under any dyarchic scheme, 
and that it goes a considerable distance on the road to self- 
government without the sacrifice of essential interests and 
without embarking on a course which in case of necesgijy-- 
would not permit of reconsideration. Further constitnti d ffg 
development would need neither fresh legislation nor freSH 
sanction from any authority. Given good sense and good-?®® 
on both sides, progress would be automatic and would ta:,||| 
the shape of the non-exercise of the Governor Genera®* 
powers of control, which would alone stand in the way : in 
complete responsible government, except in so far as ifl| 
army was concerned. , , ■■ 

Our honourable colleague makes it plain that his pl^« 
is contingent on the acceptance by Indian opinion of sotA® 
arrangement in regard to the army on the lines adnmbrat^H 
by the Statutory Commission. So far as Indian opinion 
yet disclosed itself, we see little prospect of any such arrange-* 
ment being accepted. We do not therefore propose t(® 
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examine the practical difficulties, -whicli under such a scheme 
iiiight arise both in connection with the administration Of 
finance and the maintenance of the ultimate responsibilities 
for law and order throughout the country. At this stage 
we merely state the scheme. If, contrary to our expectation, 
Indian opinion were prepared to accept the suggested exclu- 
sion of the army from the functions of the central Govern- 
ment, it would be necessary to examine more closely these 
difficulties and the general implications of this method of 
approach to the problem. 


108. The solution of dyarchy. — The second possible method 
of meeting our difficulties is to introduce into the central 
Government the system of dyarchy. It might appear strange 
if dyarchy were adopted at the centre at a time when it has 
. fallen under popular condemnation in the provinces and is 
; there being abandoned. Nevertheless, we must remember 
that in part at least its condemnation in the provinces was 
I due to the fact that it was only a half-way house, and in the 
f' centre we are admittedly concerned to find soma constitu- 
^ tiohal form wffiieh wdll permit of a sharing of power. Further, 

• we have to take account of the fact that the Indian Central 
Committee have recommended the introduction of dyarchy 
in the centre. We must therefore examine fully the case for 

• and against it. 

, 109. Examination of dyarchy. — ^Dyarchy is the strictly 
logical solntion of a situation in which it is desired to base 
the authority of Government in different rnatters on two 
different sources. It can he claimed that it constitutes a 
frank recognition of the facts. There is no ambiguity as to 
here the responsibility for particular decisions lies, and no 
Jurring of the edges. It is a system plain and precise. And 
cause it eliminates ambiguity it enables each side of the 
overnmont to pursue its policy unembarrassed, in a politi- 
al sense at least, by the decisions of the other. _ But, how- 
er valuable dyarchy may have been in the provinces at the 
eeption of the reforms, in practice it is obvious that a 
ivision of the Government into two halves charged with 
esponsibility to different authorities is at best an incon- 
venient i)lam It is easier to divide a. Government on paper 
than it is in actual working, and when dyarchy was introduced 
in the provinces it had to be recognized that special devices 
i' were necessary to promote the co-oueration of the two parts 
"%hiehhad been formally divided. The Statutory Gommission 
in their review of the working of the provincial constitutions 
^Afe-dispbsed to think that the object with which the system 
was established, namely, to make plain the responsibility of 
sides of the Government, was.ia fact yeiry imperfectly’,: 




At 2 


100 


Attained. •“ The intention of dyarchy " they remark “ wi^j 
io establish within' a, certain definite range responsibility 
an elected legislature. If this Intention is not carried out, t|i^; 
Justification for the constitutional bifurcation and for 
complications which it brings in its train is tUiilcult to 
t If, on the other hand, the responsibility on one side to Parlw 
ment and on the other to the Indian legislature were coit 
stantly emphasized, the task of roconeiling these two distincf 
soiu'ces of power wonld be likely to ijrove increasingly diffi- 
cult. Ministers wonld be bound to concentrate^ on the res 
ponsibility W'hieh they owed to the Indian legislature and 
disregard the embarrassment which their policy might be 
causing to the reserved side, for the successful working of 
which they had no responsibility. If for instance, in the 
central Government commerce were a transferred subject, 
and finance reserved^ it might well happen that a popular 
policy in the Commerce Department in regard to tarifls ,; 

S ht. have the most serious effects on the general finances; 

he country. Nevertheless, if responsibility for the tariff 
policy had formally; made over to., pppxfiar. control,, 
while responsibility ■fbr-t|ib;,,gen6rar':d^anees\ of ;;f3ie.opun try 
' was reserved in official bands, 

, i, inept for the popular ministers to' moderitelApllS 
' ^policy and serious friction would be likely, to develop. Ex- 
Jperienee seems to show that it is difficult to work' w.* ' 

tight compartments. If the endeavour is made, the'^i „ 
will break -down : if it is not made, the advantages "of a 
formal d 3 ''ai'ehy are not clear. It is no doubt argued that--' 
dyarelij’-, by relieving ministers of responsibilitj^ for un- 
popular decisions taken on the reserved side, enables them, to 
continue in office where this would be difficult if thej’ were 
members of a unitary Cabinet. We do not under-estimate tin 
importance of this consideration, or the embarrassing pos' 
tion tiiat popular members might occupy in a unitary G<^ 
ernment. On the other hand, the formal division j 
responsibility tends to confine the effective action of 
to the transferred subjects, and deprives them of thofoppu 
tuiiity of dealing, except by way of criticism, with ,tdie did 
cult problems of Government which arise in the resex've, 
sphere. Moreover, it must weaken the antlioriW of (’m Gov- 
ernment, when one part of the Government caii 0})(vnly dis- 
claim responsibility for the decision.'; taken l)y the other. 
We are not insensible to the fact that in existing conditions 


there must be an inherent difficulty in attaining c(>mp]e' 
unity wiihixi the Government at the centre except at the co 




of serious lack of harmony with the legislature. But uni 
should be the ideal, and it does not seem to us to Avise cou 
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to empliasize the duality by adopting a system of formal 
dyarchy. We must look eventually to the emergence of a 
unitary responsible government, and we should hope tliat 
this might be sought through a process of development, 
whereby the exercise of existing powers will lead by a natural 
transition to the acqiusition of fresh powders, and those fresh 
powers will be exercised by^- men who have already acquired 
eome experience in handling them. Dyarchy on the other 
hand offers no ])Ossi))iiity of an extension of the sphere 
of responsibility^ except by way of an abrupt transition. 

110. To what extent could power at present be trans- 
ferred. — The crucial question which must arise in the 
consideration of any" proposal for dyarchy is where the divi- 

I sion between the reserved and transferred spheres is to be 
- made. The proposal of the Indian Central Committee is that 
only the subjects of defence and foreign and political rela- 
; tions should be reserved. If it became possible to make such 
a division of power, it may be admitted that some of the 
difficulties w'e have indicated above in connection with 
dyarchy would he diminished. The Indian Central Com- 
' mittee indeed contend that the subjects of defence and foreign 
fifeiations are sufficiently dm^^^ separable from the 

f fother funetions of Uie central Government as not to produce, 
reserved, any of the complications which accompanied the 
working of dym rcliy'' in the. provinces. We ai'e not prepared 
p.go so far as this, but it may be conceded that defence and 
foreign relations could be separated from the other funetions 
of the central Government, if not without inconvenience, at 
' any, rnie witliout gi\'ing' rise to some of the more acute 
f ■problems that would result from a reservation of other sub- 
jects such as finance and law and order. We are by no 
means disp>osed to nnder-estimate the advantages that would 
- be seeure'l from the adoption of any scheme on the- lines 
indicalefl 1)1'^ the Indian Central Committee, or to press 
ybeyond a reasonable point the administrative objections to a 
. formal division of power. If it were possible to adopt such 
a scheme, a Government would be established at the centre 
working in agreement with the legislature, and covering all 
the principal domestic activities of the country, apart from 
, ; (hose which would he directed by responsible Governments in 
■‘■he provinces. There is a s,trong demapd among those who 
re stirred by the rising feeling of nationalism that India 
" ould 1)6 allowed to manage her own affairs at .the centre, 

. in the provinces, and, above all, that' she should have ^a 
anee of devising’ and pursuing a national policy in 
tters of finance, Gommeree and industry, which might 
"=~Te the general economic eondj1|pn^ of the country. 

aii..,;;,'ihereasing vobinae / ,of 




criticism directed to the poverty of India and 
economic backwardness. For these features an alien Q-oven&:- 
ment is held responsible. .There is a widespread^^^^ 

4 hat the economic disabilities of India could be removed by*: 
iatibnal economic policy, and an equally widespread snspicnoife 
that the interests of India and Britain in this matter do not: 
coincide, and that, as long as India ’s economic policy ti;': 
controlled by Britain, India will not have a fair chance oF 
developing her resources and raising the general standarls 
of life of her people. We cannot of coln^se admit that 
justification for this feeling. But there is no doubt 
exists, and that it is being used more and more to stir up dis- 
content agmust the present system of government. If it w^es 
feasible in the w-ay outlined by the Indian Central Gommittge- 
to establish the principle of responsible government at the - 
centre, and to put it into practice on a large scale, particularly 
in the" economic and finaneial spheres, it might be expected 
that Indian sentiment would be to a great extent satisfiedj and* 
Indian suspicions of the real intentions of Biitain allayed ' 
But all depends on the possibility of an immediate transfers 
to popular control of the central administration of finance,- 
commerce, and law and order. 

111. The problem of transferring finance and commerce^ i 
; It nmst be frankly recognized that the control of finance d#* 
fundamental, for finances has a bearing on all 
G'OVGrnmenl. It is sufficient here to st§4iiir^!re position : 
in very general terms for we deal fully with the subject in 
another place. The points which we have found it neces- 
sary there chiefly to emphasize" are the magnitude of the 
interests hitherto safeguarded under the responsibility of 
the Secretary of State, and the serious effects wliich auy 
transfer of this responsibility might have through its reac- 
tion on India’s credit. 

The financial administration affects the credit of the 
countiy, not mei’ely in the limited sense of determining tl»>? 
conditions on which it can borrow money, but in tbe broader;‘ 
sense of the confidence felt in the administration by 
who do business or have property in India. 
to India ’s credit, leading as it imdouMediy would to te 
movements from the eountry of capital both Indian anl: 
European and to a restriction of new^ enter}ms,e, might hav# 
results so far-reaching as to endanger the entire economic 
f abric on which India of the present day depends. It wouP' 
do nothing but disservice to Indian interests for the BtitisC 
Parliament to transfer its. responsibility for Indian finii^f 
adiMistration, until the foundations for confidence iffri 
policy of those who woiild eontrol. affairs under Pew:: 
regime had been established. At present, in view of tli 


general attitude of Congress and the talk of repudiation of 
debt, snoh conlidence, however unj-ast this may be to India as 
a whole, is conspienously lacking. 

It is not our purpose to argue that these considerations 
create permanent and insurmountable obstacles to any trans- 
fer of financial responsibility, but the practical conclusion to 
which we feel impelled is that, before so fundameiital a change 
can safely be undertaken, there must, on the one liand, he care- 
ful preparation including the fnlfilment of certain conditions, 
which we define elsewhere, and on the other, Indian leaders 
must collaborate v.-itb the G-overument' in the fnlfilment of 
these conditions, and must on their own account take steps to 
create confidence in the policy which an Indian government 
might be expected to pursue. We do not wish to exaggerate 
the difficulties, but we feel that the greatest service which the 
present Government can i-ender to India is to face them 
• frankly, and to do its best to work together with Indians to 
overcome them. We deal more fully with this question in the 
section dealing with finance. 

. ’ In one important respect commerce is hardly separable 
from finance, for the customs^ head is the principal source of 
central reveiiues, and this fact must have its due place in 
shaping tariff policy. It must be recognized therefore that 
until finance i.s transferred the popular control of the tariff 
would be incomplete. But connnerce bas problems of its own 
quite apart from its connection vith finance. It may be 
difficult to de^^iae effective guarantees, which would secure 
British' firms and companies doing business in India against 
[ , .unfair discrimination, and to provide for the efficient commer- 
j.V'eial management of the railways, which the experience of 
I : other countries ha.s shovni may be seriously endangered when 
If j. ihe management is in the hands of those who must maintain 
harmonious relation'? with a popular Assembly. We do not 
regard either of these difficulties as insuperable, and in a 
later section of this despatch we shall consider them in greater 
||'■'3etail. 

I ‘i;;., ’ 112. The problem of transferring law and order. — In re- 
gard to internal tranquillity, a critical change is being made 
in the provinces by transferring to popular control the admi- 
nistration of law and order. Until the, results of this change 
have been observed, it does not seem to us possible for Parlia- 
ment to part with the power to maintain the ultimate guar- 
kt^tees of stability. It is sometimes aTgued'^t^ law and 
Igrder is tra.nsCerred in the provinces.' there can be no reason 
■^r-noi following a similar course at the hentre. But we have 
d; doubt that me provincial Governments in accepting the 
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maintenance of existing conditions at the centre. It is 
the central G-overnment -which is responsible for the 
ultimate conditions of internal security throughout the coun- 
try. It determines the military forces required for this pur- 
po.se and their disposition. It lays down principles for the 
administration of the Arms Act. On it rests the duty of keep- 
ing intact the general strucUire of the criminal law and pro- 
cedure, which forms the essential framework for tlie niain- 
tenaneo of internal tranquillity. It must co-ox'dinate informa- 
tion and policy in regard to subversive movements of an 
all-india character, such as those which are continnonsly pur- 
sued by the terimiists and by the commnuists, or v.-idespread 
anti-gov eximient activities such as the present campaign of 
civil disobedienee. In carrying out these duties it has liitherto 
seldom been possible for the executive to rely on support 
from tlie bulk of popular opinion in the Assembly, and, upiii 
experience has been gained of the manner in which similar 
problems are- bandied locally by respoixsible provincial 
Goverimionts, it is unlikely that Parliament will be willing to 
contemplate the transfer to ;^opular control at the centre 
of the ultimate safeguards of security throughout the 
country. Our honourable colleague who has drawn atten- 
tion to the scheme described in paragraph 107 wishes, how- 
evox% to make it clear that in his view the safeguards suggest- 
ed in that scheme would , be sufficient to justify the degxiee of - I 
responsibility, both in I regard to finance andi to law and 
order-, which is there proposed. 

113. A unitarjr government. — Proposals of the Commis- 
sion. — If there is force in the general conclusions stated 
above, it would seem necessary to look to some .solu- 
tion on the lines of a unitary Government .such as is 
contemplated bv the Indian Statutory Commission. But a 
diecision, in favour of a xxnitary Government of thi.s type 
does not get rid of the difficulty that there must be some 
sliariug- of power between two different legislative bodies, 
uairieiy, Paxiiament axid the Indian legislature. The Com- 
mission were, no doubt, not less conscious than ourselves of , J 
the importaixce of harmony between the exeexxtive and thA^ 
legislature, and were anxious that whatever is possible should i 
be done to establish satisfactory relations between these two f 
elements. They hoped to achi'ovo this object along 
lines. In the first place they have proposed that 
members of the Governor General’s Coxineil should I 
appointed not as now by the Crown hut by the Governor 1 
eral. _ 'rhis evidently introduces a considerable degree of 
elasticity iiilo the formation of the Conneil. It i.s not only 
thuf the appoiutmexit of members in accordance with the re- 
quiremput.s of the local Situation would he facilitated, but that 
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they would no longer have a fixed term of office of five years. 
Under the new system they would in fact, subject to the direc- 
tion of the Secretary of State, hold office at the pleasure of 
the Go'S'ernor General. Tlie Governor General would retain 
Ms existing power to make rules for tlie transaction of busi- 
ness in his Council and to distribute portfolios. We presume 
that the determination of the numbers of his Council would, 
subject again to the superintendence, direction and control of 
the Secrcvtary of State, rest with him. The only formal 
resirici.ion tiiat would exist on his' selection of members of 
his ( louricil would be tliat the existing rule would be main- 
tained, laider which not less than three of the members of Ms 
Courieil must be persons who have been for at least ten years 
in the service of tbe Crown in India. We attach consider- 
able importance to the change suggested in the method of 
appointment of the Governor General’s Council. It docs not 
necessarily lead directly to responsible government, tot his- 
toi'ieally the substitution of the Governor General for the 
Cro'wn as the appointing authority has proved in the Domi- 
nions to bo an important condition in the development of 
responsible government. In the second place, the Commis- 
sion liave suggested that opportunity should be found to 
include in the executive Council one or more elected mem- 
bers of the Assembly or of the Council of State. It is clear 
that this proposal has potentialities of great significance, and 
tlie.se we shall proceed to examine. Finally, as we have al- 
ready mentioned, the Commission lay stress on the power 
v'hieli the elected representatives in the central legislature 
possess to influence the executive Government in all fields of 
administration and legislation. They express the belief that 
this inlluenco will steadily increase and that the executive 
will become more and more responsive to the will of the legis- 
lature. Wo have no* doubt that the Commission have rightly 
fow.'seen one of the developments in the relations between 
the executive and the legislature which must follow on their 
proposals. But we shall ’explain in what way we should anti- 
cipate that these relations are likely, and indeed certain, to 
•develop. 

114. Inclusion of members drawn from the legislature.— 

We now proceed to examine the two features in the scheme of 
the Commission, which seem to us to require further elabo- 
ration. We welcome, as we have said, the proposal that elect- 
ed roeu)bers of the Assembly or of the Council of State should 
he included in the Governor General’s Council. But the inclu- 
sio-n of in dmdualsy. however proimnent in public life, wiU not 
in itself secure the object at which we are aitong, namely, 
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a natural tendency to regard even an elected' itiinister under 
the system of dyarchy as in some degree tainted by his asso- 
ciation with Government. When it is a question of joining 
a Government which cannot technically be responsible, this 
tendency vnU be much stronger. Unless something is done 
to counteract it, we fear that the Governor General vill be 
unable to obtain for his Oouneil the axithoritative Indians 
desired by the Commission, or that if he does obtain them 
they will soon lose their authority. This tendency would, 
we think, be accentuated by the suggested pi’ovision that on 
appointment to the executive Council they should cease to 
hold their seats by virtue of election. Our view therefore 
is that, if real value is to be derived from a proposal winch 
contains the promise of hopeful developments, it is necessary 
not only that the members appointed from the legislature 
should retain their seats as elected members, but that it 
should be recognized that they will remain in touch with, and 
responsive to, their political supporters. We develop in 
paragraph 116 below the conditions on which alone as we be- 
lieve they might look to retain political influence in the legis- 
lature, and so be able to assist Government not only by their 
personal contributions to the problems of administration, but 
bj, bringing to Government some prospect of support for 
the policy in the framing of which they will have been asso- 
ciated. * ’ ■ 

115. The practice of responsiveness. — ^An examination 
of the working of “ responsiveness ”, on which the 
Commission lay so much stress, leads ns by a different 
road to the same conclusion as that expressed at the end of 
the . last paragraph. Even at present the executive endea- 
vours to be responsive to the legislature. The disadvantages 
of the system, however, have made themselves very apparent 
in the experience of the last few years. We have shown 
above how the function of the Assembly is inevitably one of 
eriticiam, as long as it has no responsibility for a constructive 
programme. Efforts have been made by the Government of 
India, particularly in recent times, to escape from this diffi- 
culty by consnlting the party leaders on matters of policy 
before they tliemselves reach their conclusions. This system 
is probably inevitable, given the existing conditions, whick 
would in this respect he reproduced under the proposals of 
the Statutory Commission, but it has not proved satisfactory. 
The party leaders have, little inducement to have regard to any- 
thing other than the popular view as reflected in the Assembly, 
and the Assembly having no comprehensive responsibility for 
policy is. likely either to take n critical and negative lineyleaving 
the Government still unrelieved of the responsibility for find- 
ing a constructive solution for urgent problems, or to advocate 
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proposals, the full consequeiicos and reactions of wMcli on 
other intereists or in other fields of administration have not 
been thought out. From the nature of things it is impossible 
that the party leaders should have the same sense of respon- 
sibility as members of the Government. If their advice is 
accepted and the results prove unfortunate, the discredit 
falls not on the party leaders but on the Government. If on 
the other hand their advice is not accepted, the Government 
is accused of being unsympathetic and unresponsive to the 
popular viov', and thoi'e is no improvement in the relations 
between the executive and the legislature. Indeed if the 
advice of the. ]>arty leaders is constantly rejected, these rela- 
tions arc likely to deteriorate. Such a state of affairs 
really makes neither for harmony between the Government and 
the Assembly, nor for strength and steadiness of purpose in 
the Government. We are convinced that if leaders of parties 
in the Assembly are to be taken into consultation, as they 
must he on any principle of responsiveness, it is better tha’t 
they should he inside the Government rather than that they 
should admse in an irresponsible capacity from without. 

116 . How a Government of this t3rpe might be expected to 
work. — The coticiusion of these arguments seems to point to 
a Government which, while containing a defin i te official 
element, and not formally responsible to the Indian legisla- 
ture, would yet include an appreciable popular element con- 
sisting of elected meinbers of the legislature, who might com- 
mand sufficient support in that body to afford m normal 
circumstances the promise of reasonable harmony between 
the executive and legislature. The proportion which the 
elected members should bear to the oflicial members might no 
doubt receive consideration, if suggestions on these 
pnes were discussed at the Roxind Table Conference. 
It vin naturally be asked , how the elected mem- 
bers of the Government associated with an official element 
are to retain tbeir following. The answer is that tliey must 
be able over the widest field that circumstances permit to 
frame policy iu accordance with the, views of their supporters. 
This in turn implies that Parliament wifi be willing to define 
:With some precision the purjjoses for which it would wish to 
etorcUc its constitutional right of ; interference with the 
policy of the Government of India, hnd that so long as the 
policy pursued does not menace the objects which Parliament 
declares its intention to safeguard, the Governnient of India 

be at liberty to manage the, affairs of India in close asso- 
jhiation with the Indian legislature. W6 shall in a later 
i^at'agraph of this despatch ^indicate, what’ appear to us 
purposes which His Majesty’s Government 
safe.miiard. On the assumption, that the exercise, of the duties 
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of paramountcy in relation to the Indian States is transferred 
from the Governor General in Council to the Viceroy as re- 
presentative of the British Crown, these purposes may be 
briefly summarized as defence, foreign relations, internal 
security, financial obligations, financial stability, protection of 
niinorities and of the rights of services recruited !)y the 
Secretary of State, and prevention of unfair discri- 
mination. The primary responsibility for ensuring- that 
these pnrposes of Parliament were not impaired would rest 
upon the Governor General, but he would have, to assist him 
in this task, the three official members of his Government, 
who would naturally hold the portfolios in whieh the questions 
of more pai-ticnlar interest to Parliament were likely to arise. 
Their position in the Government would presumably ensure 
that the general administration of such _ subjects would 
be in harmony with the views of Parliament, and that 
there would seldom be occasion for the Secretary of State 
to interfere by express direction or veto. But the official 
members would be part of a Government containing, if the 
system were working successfully, a considerable popular 
element in intimate relation.^ with the legislature. In these 
circumstances it seems certain that the official members would 
not press their ^dews beyond the real requirements of the 
situation, and that the popular view would receive the fullest 
consideration. In most cases we should 
Government would be able to reach united cond^iH^^KeThi 
woidd not infringe the responsibilities which Parliament 
would look to the Governor General and the Secretary of 
State to discharge. When, however, there was an irreconcil- 
able difference of opinion between the two elements in the 
Government, it would be for the Governor General in con- 
sultation, where necessary, with the Secretary of State to 
decide which wew was to be supported. If he accepted the 
popular -sdew, the offidal members would have the right to 
record the grounds of their opinions and have them transmit- 
ted to the Secretary of State, and would thus know that they 
had discharged their responsibilities by referring their diffi- 
culties to the ultimate authority, whose ptirposes it was their 
duty to safeguard. It may be supposed, bowevei', that in 
matters which raised such issues the Governor General would 
be reluctant to reject the views of his official members. In 
that case the elected members might either acquiesce, or they 
might, whether as the result of pre.ssure from their supporters 
or of their own personal convictions, tender their resigna- 
tions. If the -elected membei'S resigned on any such issue, it 
is possible that the Governor General would be unable to get 
other members with a political following to take their place. : 
In such an event he wouM be thrown back on the expedient of 
I^IDlacing them either by rion-officials with no popular fallow- 
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ing or unconnected with politics, or in the last resort by addi- 
tional officials. If this happened the progress towards th® 
development of responsible government would be interrupt- 
ed, but there would be no question of suspending the consti- 
tution, and the (xovernment would continue to function, though 
it would have to eneoxtuter the hostility of the legislature.- 
The situation however would be no worse than if an unpopu- 
lar measure or policy had to be pushed through or under the 
system sketched by the Statutory Commission. On the other 
> hand, we are disposed to think that forces would be at work 
tending to restore the situation. We contemplate, as we have 
said, that the legislatni'e would through the elected members 
■ have real poxver to pui-sue its own policy over a wide field. 
It seems unlikely tiiat it would for a long period deprive itself 
of constructive power over policy merely in order to register 
its dissatisfaction at .some particular measure. The greater 
the power the legislature liad acquired, the less would it be- 
likely to persist in such a conrse. 


’ 1 117. Possibilities of deliberate obstruction. — We must 

make it plain that the above argument proceeds on the basis 
of a general desire to work the constitution. We have not 
overlooked the possibility that in the earlier years of any new 
‘constitution there may be a party whose object is to exploit 
’ 'all -political difficulties witb a \dew to wresting from His 
Majesty’s Government further political advance. The exist- 
ence of such a party would undoubtedly increase the probabi- 
lities of the Governor General being de'prived of the support 
of the legislatixre in carrying on his Government, and being 
, thrown back for a time on ah almost completely official com- 
position. We shx)iild greatly deplore such a contingency, 

"‘but, if necessary, it would have to be faced. In the long rua 
we believe that the forces of reason and orderly progress- 
’ would triumph over those of negation and obstruction. 

118. The scope of the popular element in such a Govern- 
ment. — Hitherto we have been considering whether the kind of 
Government we have sketched would be capable of main- 
taii’ing tlio objects which Parliament would wish to safe- . 
gu ird, and whether in so doing it would be likely to retain 
the popular element. We turn now to the wide scope of 
aetndties and responsibilities which would present itself to> 
the elected members of the Government. In the first place ■ 

would within the Governor General’s Council be en- 
d to pi’oss their views on all subjects, _ with knowledge 
of the strength which these views must derive froin the sup- ' 
rt of the legislature. In the second |)lace there is a large 
'ere vnth which wo .should hope Par||ampt would not fmd 


it necessary to concern itself. Throughont this sphere we 
contemplate that the G-ovemor General would he guided by 
the advice of those of his Council who represented the wishes- 
of the legislature, and we would suggest that the Instrument 
of Instructions to the Governor General should contain a 
definite provision to this effect. A convention of this kind 
would offer a wide field for constructive work and for 
practice in the art of formulating and carrying through 
a popular policy, and thus the foundations of self-government 
at the centre would be laid. The official members of the Gov- 
ernment would express their views and give counsel on these 
matters, but it would be recognized that here their primary 
duty was to see that the purposes of Parliament were not in- 
fringed. 

119. Members not removable by the legislature.-^Prom the 
point of view of maintaining the unitary character of the 
Government, we think' it important that the members of 
Government chosen from the legislature should not be subject 
to direct votes of censuro by the legislature or regarded bj 
convention as liable to removal by that body, and that their 
salaries, like those of the official members, should not be sub- 
mitted to the vote. It might be that the elected members lost 
popular support through no action of their own, but as th^ 
result of measures taken by the Governor Generaj4a,,|jj||||i*^ 
of his responsibilities to Parliament. If that' were Sb, 
nothing -would be gained by attempring to select new members 
from the legislature, for the act of joining- the Government 
would in such ease deprive them similarly of popular support. 
If in these circumstances the existing elected members were 
prepared to remain in the Government, the Governor General 
would clearly not wish to change them. But one or more of 
the elected members might lose his following for reasons 
other than his association v/ith a Government wdiich in dis- 
charge of its responsibility to Parliament had felt obliged 
to take action bringing it into conflict witb tbe Indian iegis- 
lature. In that case the Governor General would naturally 
see whether he could find other members of the legislature, 
who -^could more truly represent its views on those matters 
in which the framing of policy would primarily lie with it. 

120. Objections to a Government of this type. — ^We are 
conscious that it is easy to take objection to a- constitution 
dra-wn on the lines wdiicli we have attempted to indicate. It 
involves a form of dualism within the Government, it will not 
work harmoniou.sly without goodwill, it can be attacked on';' 
the one hand on the ground that, owing to the strong influenj^t' 
of the elected members and the legislature, the responsibijl--;': 
ties which the Government of India owe to ParHameiftii^' 
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not be fully discliarged, it can be attacked on the other hand 
for its failure to offer clear cut responsibility on the popular 
side. Most of these objections are inherent in any attempt 
to share power. For the success of any such attempt it is 
necessary to assume a measure of agreement. Without this 
no constitution mil function satisfactorily. It may be that 
some other method than the one we have adumbrated can be 
devised. But let the main elements of the problem be 
remembered. The executive must omi responsibility in 
certain matters to Parliament. The legislature must on any 
supposition have a _ substantial popular majority. If a 
completely irresponsible executive is confronted by a pre- 
dominantly popular legislature, the result must be intoler- 
able friction. This is recognized by the Indian Statutory 
Coimnission, who have made certain proposals designed to 
reduce the probabilities of friction. We feel that those pro- 
posals point in the right direction, but that in order to pro- 
duce a workable system of Government they must be inter- 
preted and developed somewhat on the lines which we have 
sketched in the preceding paragraphs, and that it is essential 
to their working that Parliament should be willing to define 
with sufficient clearness the purposes for which it might deem 
it necessary to intervene. There may be other possibilities 
more acceptable to Indian opinion, and we consider that any 
alternative proposals that may be pnt forward to safeguard 
the purposes of Parliament should receive full consideration. 
We have alread}^ explained what appear to ns to he the 
serious difficulties of any statutory and rigid distribution of 
subjects of administration to distinct portions of the executive 
with different responsibilities. If, however, it would help 
the admittedly difficult position of the popular members 
under the unitary scheme we have outlined that the con- 
ventional division of responsibility within the Government 


should be formally recognized, we should he prepared to 


make this sacrifice of the forms of unity, provided we mi^ht 
expect to maintain such a degree of harmony and co-operation 
between the two elements in the Council as would secure to 
the popular element training and experience over the whole 
afield of Government, and to the official element reasonable 
support in the legislature. • 
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V 121. Powers of the G-ovemor General. — To complete our 
{ ■ jwoture of the central executive it is necessary to consider specie ’ ; 
ffcally the powers which the Governor General will exercise 
. 'and the position he will occupy. It is evident that the powers 
of the Governor General in relation to the legislature must 
vfeipain unimpaired. In regard ip legislation he must ,|-pt^, j l,; , ' 
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/.existiiig powers of previotis- sanction a^iid assent, and of 
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stopping proceedings on anj^ bill which in his opinion affects 
the safety or tranquillity, of British India. He must also 
retain his" power of securing the passage of essential legisla- 
tion by means of certification. We think, how^ever, that the 
procedure of certification might well be made more simple 
and elastic. The Governor General should also retain his 
emergency power to malce ordinances. In regard to the pro* 
vision of money, the Governor General would keep his exist- 
ing ] 30 \ver to authorize, in cases of emergency, such expen- 
diture as might, in his opinion, be necessary for the safety 
or tranquillity of British India. The power of restoring de- 
mands wliich have been refused by the Legislative Assembly 
is placed by the existing Act in the hands not of the Governor 
General but of the Governor General in Council. We think 
that in the new constitution this power would more appro- 
priately be exercised by the Governor General. It will not 
be desirable to bring the Governor General in Council um 
necessarily into conflict with the Assembly. The general 
principle of the suggested constitution is that the power to 
overrule the legislature shoiild reside in the Governor 
General and we see no reason why this principle should in this 
one case be abandoned. It seems to us wiser to place the 
responsibility for securing supply, as for the passage of legis- 
lation, directly on the Governor General. 

The relations of the Governor General with his Council 
will be fundamentally changed by the provision that mem- 
bers should be appointed by the Governor General instead of 
by the Crown. The elaborate provisions contained in section 
41 of the Government of India Act for the Governor General 
overruling his Council will no longer be required. Techni- 
cally indeed the Council will cease to be the colleagues of the 
Governor General and will become his advisers, and it will 
have to be made plain by statutory provision, either direct 
or indirect, that if the Go’^-ernor General sees sufficieni cause 
he may act otherwise than in accordance with the advice of 
his Comu'ii. We have already explained in paragraidi 116 
wdiat we anticipate would be the possibilities open to the offi- 
cial and to the ]toimlar members when action is taken not in 
accordance with tJieir advice. The appointment and dismis- 
sal (jf 3n«nbers of the Council by the Governor Gene3-al will 
be subject to the superintendence, direction and eiuitrol of 
the 8ecr(>taiy of 8tate. It may be expected that the Secretary 
of State will not as a rule wish to be consulted in regard to 
the popular members. But ■we should anticipate that he woidd 
find it necessary in the discharge of his own responsibilities 
to require that the Governor General should not take action 
to appoint or to remove any official member wuthout his speci- 
■Aq concurrence. '8'-' 
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122. Potentialities of development. — It must be expected 
that any scheme of government at the centre will be judged 
by Iiiclian opinion on the promise it affords of development 
into full rospoiisilulity. IVe think that the suggested fonn of 
unitary government leaves the path open for such develop- 
ment on natural hues, and this is in our view perhaps its main 
altraciion. • Xo abrupt changes would be required. As Par- 
liament recognized that the Indian legislature did not desire 
to pursue impolicy inconsistent with the fundamental purposes 
which Ihivliamoni wished to secure, the occasions for inter- 
ference v,-oi5ld become le.ss frequent. Simultaneously the 
necessity for retaining the official element in tiie Oouncil 
wuiild dimljiish. This element would with the approval of 
Parliament gradually 'oe reduced, leaving what would in 


1 
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effect be a Crovernmont progressively responsible. Develop- 
ment V’onlcl CHime, by nornial constitational evolution, through 
the wise use by the Iudia.i! legislature of its oppoVtuiiitres. 
Until such time as India is able to make her o^vn provision 
■ for defence and internal security, we recognize with the Com- 
. .mission that special arrangements would he necessary for 
the.se subject, s and for foreign i)oliey. But over the* rest 
of the held Ib.e ]-)roeess we have indicated might continue 
without interruption. This natural growth of the powers of 
the Indian legislature, through Parliament ijermitting its own 
powers of control, retained for specified purposes, to fall 
into disuse, could bo accelerated if the intervening period 
,, were u.sed t;o fulfil certain conditions, by which Parliament 
might he reasonably assured that its purposes were secured. 
As regards minorities, Parliament would no doubt require 
that adeqriate provision based on mutual agreement should 
be made fox- their rights and interests. In the spheres of 
finance, commerce and railways, wm indicate below the con- 
ditions on which j)rogress seems to us to depend. Finally, 
when Parliament had been assured of the successful working 
in the pi'ovincial field of the transfer of law and order, it 
might be willing to see the central administration of this 
subject placed in popular hands. When matters of this sort 
had been satisfactorily adjusted, a wide and definite transfer 
pf power might take place, for the completion of this task 
would furnish proof to Parliament of India’s ability to 
s, assume responsibility for those subjects, over which Ureat 
' Britain would at present be likely. to feel it necessary to retain 
y a measure of control. In the meantime the preparatory work 
leading up to this transfer of po^yer mighl^e carried out, 
'il^th perhaps a large measure of nnanimity, by the land of 
■^nitary government containing a populat element whiqhye 
,)iikve 'sought to portray. ’'v 
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THE CENTRAL LEGISLATURE. 

123. Two preliminary points.— We began onr considera- 
tion of the problem of the central executive by presentino- 
a gejiera] picture of the existing constitution of governraent 
at the centre, and the waj'- in which it Avorks. We discussed 
the relations between the executive and the legislature, and 
gave some prominence to the miportance of trying to establish 
reasonably harmonious relations between them. "We accepted 
the Anew of the Commission that the present po])ular character 
of the legislature should Jiot bo iin])aired, and made certain 

« suggestions which seemed to us to liow from that conclusion 
for the construction of the central executive. The next 
matter with which we must deal i.s the composition of the 
central legislature. There are hoAvever two prelimiiiary 
points which rve Avish to take. They are perhaps suffieientiy 
obvions in themselves, but Ave think that it may be an 
advantage to state them. The first is again to emphasize 
the close inter-relation between the two questions of the 
construction of the executive and the composition of the 
legislature ; the second, AAdiich indeed folloAvs from the first 
is to disclaim any inteiition of putting fouAvard suggestions 
here and noAV to gWe the central legislaiure its final form. 

124. The central le^slature and public opiniott:=>«»i®f*re^ 
cmistruction of the Indian legislature is perhaps’ the least 

recent political 

life ()1 India. Lnder the present constitution the two 
ehamhers were constructed on priuei])ies Avhicli accorded Avell 
with the sentiment ot the country, and it is possible that if 
India had not boon iormally confronted with the occasion 
lor bringing under reviCAV every feature of the constitution, 
comparatively little attention Avould have been directed bv 
practical necessities to this portion of tiu! slrneturo So 

thought has expressed itself, it 
^ f principles which the present 
lejj,i!>latnie lefiocts, lor the Assembiv a number of the 

thof fbl! ?! ® a lift mifair comment 

that these pioposals were either the results of studv of 

' some trovLdil communal difficulties. Though 

.‘ V, limited element 

■ has beeii m Aim ^^^^l^tures the general trend of opinion 
^ AsLmW? Tbf ^ elected, but enlarged, 

«ian of principle: 

“'Ip representation, 

- wi,fi * til* rf ,1 -1^”, 4i*„& 1' , ' P 



to retain officials, and to introduce experts without the right 
to vote. 

As regards tlie upper lioiise the prospect of a unicameral 
central logislature makes little appeal. The structure of the 
Council of State has attracted little attention. It is true 
that the Kelini report proposed to compose it through indirect 
election by the provincial councils after the method of 
proportional representation, bnt the general trend of pro- 
mcial op'nion loaves the Council of State much as it is now, 
and the Indian Central Committee would alter it only so far 
as to incrc*?ise its numbers. 

125. Indirect election proposed by the Commission. — ^We 
now have before us the recommendations of the Commis- 
sion for radical changes in the construction of both chambers 
and the substitution of indirect for direct methods of 
election. The vieAvs on these recommendations expressed by 
local Governments show considerable divergencies, and 
opinions within each Government are often divided. The 
general impression, ho%vever, conveyed to us by the reports 
of the provincial Governments is that public opinion is not 
favoimable to the changes which the Commission propose. 
So far as opinion has yet been made articnlate, it appears, 
among Hindus, to be hostile to indirect election ; and, among 
Muslims, to be divided according to calculations of its effect 
on the repre.sentation of the eommnnity which it would secure. 
We cannot regard as final any ^f the views yet expressed'. 
If after fidl consideration Indian opinion were to pronounce 
clearly in fm'oiir either of indirect or direct election, w’e 
would only on very strong grounds advise His Majesty’s Gov- 
ernment in a contrary sense. Our own view is that on principle 
the arguments in favour of direct election as the ultimate 
system for a Federal Assembly are the stronger, but we find 
definite practical ad'^'antages in the scheme of indirect 
"election wdiich the Commission put forward. The task, there- 
fore, wdiich we shall set ourselves in the paragraphs which 
follow, is to try to set out as fairly as we can some of the 
merits and demerits of the two systems of election, direct and 
fndireet. But we defer our owm final conclusions until the 
matter has betoi thoroughly discussed at the Bound Table Oon- 
lefence and Indian opinion has expressed itself fully. 

' It w’ill be convenient to deal first with the Assembly, and 
thto with the Council of State. 

The Lower House. 

126. The federal principle,— The:- Commission have pro- 
j^O^d that the Legislative. Assembly should be reconstituted 

Federal Ass embly* “ the members of which would nbt 

’ ’ ' ' ' '*Tolxuiie II, para.A^, 
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be directly elected by constituencies of voters, but wouJd be 
mainly chosen, in proportions which we shall have to indicate, 
by the provincial councils If the central Government is 
to develop on federal lines, the Commission consider that* 

‘ ‘ the adoption of a method which will represent the provinces 
as such at the centre is extremely desirable ”, and seems 
almost essential for the ultimate inclusion of the States. It 
may be that the representation of provinces by' indirect 
election might facilitate at a later date the representation of 
the States in the Federal Assembly, but we would make two 
comments. The first is that it is far from certain that federa- 
tion for the whole of India will come about by the inclusion 
of the States in the Assembly. It may be that some new 
federal organ will be developed. The "second is that even if 
the States did enter the Assembly, it does not appear to us to 
be necessary that the method of representation of the States 
and the provinces Of British India must be uniform. We 
should therefore hesitate to put the federal argument of the 
Commission too high. 

127. The representation of provinces.— More substantial 
support for the principle of indirect election by provincial | 
councils is found in the general relationship which the Com- 
mission desire to establish between the centre and the pxo- 
vinees. They remark that it is important that the provincial -1 
view should be brought to bear upon central administration, | 
the more particular function which they^ have here in mind 
being tlie provision of revenue by'' the central Government 
for distribution to the provinces. So far as this function is 
to he exercised through the medium of the provincial fund 
proposed by the Commission, w'e may observe that decisions 
affecting this fund wnll be oiiiy occasionally'' before the 
Assembly, and it might he argued with some force that, in 
determining the composition of the Assembly, we should have 
regard to its suitability for dealing with the broad political 
issues that 'wdll normally be before it, rather than with a . 
function performed only'' at infrequent intervals. According’! 
to Sir Walter Layton’s scheme, however, the improvement | 
of the financial position of the provinces will depend very | 
largely' on the surrender to them of central sources of revenue, 
and from this it would follow that they" would have a directf 
interest in the whole financial administration of the eentrMi 
Government. This is a consideration of great impoftance,! 
and it would not be unnatural for the provincial Government 
to seek some means of protecting their interests, and for thi^ 
reason to support the s'uhstitution of indirect election by thfi 
provineial councils in place of direct election to the Assemblj 
At the same time there is room for some misgiving whetlil 

.^Yohime 11? para. 138, 



K so great a degree of proviiiciaiizatioii would be desirable ia 
p; the lower bouse of the central legislature. Tbe consequences 
W on central administration might be serious, and might result 
ii in a policy unfavourable to' the general interests of the 
1; country. 

i' 128. The responsibility of the member. — ^Another argu- 
’■ nsent advanced by the Commission is that the method of 
I indirect election may be expected to afford a closer nexus 
i between the member of the Federal Assembly and the provin- 
r eial council The argument is based on the view which 

I' the Commission have taken of the general operation of the 

i directly representative system, and their conclusion is that 
I as the members of the Assembly cannot be subject to 

1 ^; any real control by electors in territorial constituencies, they 
; would feel greater responsibility to a provincial legislature. 

;■ We shall revert in a later paragraph to the question of the 

1 size of constituencies under the direct method. Here we are 

concerned only with the relations which the Commission desire 
I to encourage between the Federal Assembly and the pro- 
vincial councils. Subject to the remarks which we have just 
I made, we appreciate the advantages of establishing a link 

( between the central and provincial legislatures. Indirect 
election by the provincial councils is probably the best method 
■ of securing that purpose ; but it would still seem open to 
f- '; question whether the provincial contingent at the centre 
■' would acknoAriedge any real responsibility to the provincial 
; councils. It must be remembered that members of the 
C Assembly will retain tlieir seats even AA'hen proAuneial disso- 
lution lias brought about the disappearance of the elector.s 
1 who returned them ; and if elected, as suggested by the 
i Commission, under the method of proportional representa- 
j? , tioii, the tendency of each representative would be to look 
^ V only to the particular group or interest which elected him. 

C In effect, so far as the Commission’s scheme of indirect 
election rests upon the requirement of provincial representa- 
: ' tion at the eentix' and the need for a greater s.ense of respons- 
ibility on the part of the member, a dilemma is produced. 
Either the provincial contingents would he controlled by the 
provincial councils, and the central legislature be excessively 
provincialized ; or they would not be controlled by the pro- 
vincial councils, and the responsibility of members to those 
who elected them might be even less than under the existing ’ 
/•■ method of direct election from large general constituencies. 

, . 129. Proportional representation. — The Commission claim 

that if use were made of proportional represptation. in 
; , . selecting members for the Federal Assembly, it would be 

■ ■-*Voinme n, paM. 138.' '■..;■ .V . 
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possible to p:et rid of specific provision for separate ooimnunal 
representation. The Federal Assembly would no longer have 
to be constituted by the present method of classifying consU- 
tnencies. At the outset the system would no doubt produce 
reflection of communal divisions. But in proportion as gene- 
ral considerations came to bulk more largely in the political 
judgment of the provinces, it would enable members to be 
returned to the Assembly on a more, general view of their 
merits and political opinions. A result of that kind, involv- 
ing an automatic decision of communal claims, would in our 
judgment be an attractive feature of any scheme, and we 
would hesitate to reject any plan which promised to get 
rid of precise communal proportions in the composition of 
the legislature. But just as in the absence of agreement 
between the two major communities separate representation 
for Muslims in the provincial councils must continue, and an 
adequate number of seats must be guaranteed to them, so 
we think that the question of the abandonment or the re ten-- 
tioii of direct representation at the centre ought to depend 
verv largely upon the attitude %yliich communities may adopt 
towards sirch a proposal. Subject to this, and apart from 
our own views on the more general aspects of indirect elec- 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a means of avoiding specific communai-Ba-^ 
presentation at the centre. 

I luO. Personnel. — The Commission have not alluded to the 
possible effects of indirect election on the personnel of the 
Assembly. There is, however, a body of opinion which sug- 
gests that the choice of the pro\dncial lerislatures woiild be 
more judicious than that of popular electorates, aiid further* 
that if election rvei*e to he indirect, persons of local position 
and experience, wdio are at present unwilling to face the 
trials of popular elections might be more ready to come for- 
ward. We doubt Avhether the expectation is very securely 
founded. One result of employing the machinery suggested 
by the Commission w^ould A’ery possibly be to induce political 
associations or parties to make special efforts to capture 
seats in the provincial councils, not on proAuncial issues, but 
in order to secure the return of members wiio could he reUed 
upon to vote for candidates of a particular type to the central 
le,gialature. 

131. The confusion of electoral issues. — Indeed, the role 
which under the Commission’s scheme political associations' 
might Iplay in central and provincial politics raises issues im-r 
mediately relevant to the success of the new constitution. 
Under the method of indirect election, it will be the first con 
eern of any party wishing to enter the Assembly to secure i 
own electors in the provincial legislatures. The whql 
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-weight of ali-India political associations would, therefore, he 
directed, upon the local legislatures, where the novel experi- 
ment in the use of the transferable vote will itself tend to 
throw the business of the elections into the hands of party 
managers. Again, the Conamission appear to assume 
that the judgment of the primary elector wiJI have 
regard^ on pro'sdncial issues to the particular poli- 
cies of candidates and on central issues only to their gene- 
ral suitability as electors for the central legisla- 
ture. We doubt whether electoral campaigns would in prac- 
tice observe those ]i3iiils, and wo should expect that the 
simultaneous reference of central and provincial issues to 
the electorate will have a disturbing effect. There is reason 
to fear that developments on these lines would introduce 
divergent issues into provincial politics, and invest them with 
an element of confusion and unreality. We i-egard this as 
a real danger in the plan of indirect election by provincial 
councils. 

132 . Dissolution. — There is another undesirable feature of 
indirect election as a means of constituting the Assembly: 
which seems to us to be of importance in regard to the posfe 
tion of the executive. The Commission describe*' the in-' 
conveniences which may arise when a general election be- 
comes necessary on the expiry of the life-time of the 
Assembly. Means are devised by which in such cireum-^ 
stances the minimum of disturbance of provincial legisia- : 
tures may be caused. It is, we presume, on similar grounds 
that the Commission have proposed that the Assembly should 
have a fixed life, and in fact tiiere would bo difficulties in 
combining a liability in the Assembly to dissolution with a 
similar liability in the provincial legislatures. We agree with 
the Commission that on the one hand general elections in pro- 
vinces cannot be entirely dependent on the necessity to re- 
constitute the Assembly ; and, on the other, that the choice 
of members of the Assembly cannot be left to provincial legis- 
lators, who have not been in comparatively recent touch with 
the electors. The proposals of the Commission give this 
deg’ree of security to proviiicial legislatures that at the worst 
‘ there is a guarantee of two years life, and the date of com- 
pulsory dissolution is known. If, however, the Assembly itself 
were liable to dissolution, the tenure of all provincial legis- 
latures, which had still more than three years life before them, 
would be insecure. It appears therefore that on practical 
grounds an indirectly elected Assemlbly must be inoapablo of 
ccasional dissolution, and we consider that this must defi- 
itely be regarded as an objection in the schenae. It may be 
argued that the weapon of occasional dissolution could pro- 
hgbly not be effectively used in any circumstahces which could 
l^ifipectodd.o prevail during, the hekt few years bp-t we shpffld. , 
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ba unwilling to deprive the G-overnor General of this power. ' 
With an Assembly constituted for a fixed period and not liable 
to earlier dissolution, one of the normal means of removing, 
deadlocks would be sacrificed, while the legislature would be 
guaranteed for a known period against the effective iuterfca-- 
ence of the- electorate. We greatly doubt whether this could 
be regarded as a satisfactory arrangement. 

133. Review of indirect election.— We have endea^-ouved 
in the preceding paragraphs to run rapidly over some of 1he 
salient points, arising out r>f the Commission’s recommenda- 
tion to substitute indirect election by the provincial councils 
for the present system of direct election by territorial consti- 
tuencies. The subject is very complicated, and some of its 
aspects are highly technical. Theoretical and practical con- 
siderations are difficult to disentangle, and in estimates of 
the manner in which any particular electoral system may be 
expected to work, there is necessarily a large element of 
speculation. 

It has not been our object to indulge in merely des- 
tructive criticism. In no country has an electoral system yet 
been evolved, which is not open to objection. The choice is 
not between a perfect and an imperfect system, bnt rather 
depends upon the balancing of advantages on either side. 
We readily admit that indirect election possesses advahfagos-rr 
from the point of view of the federal principle which direct 
election eamiot give. As a general proposition and on tJie 
considerations arising out of Sir Walter Layton’s proposals 
for finance, we are disposed to welcome a closer eoimeetion 
botwoon the central and the provincial legislatures. The 
ciU'inec offered of getting rid of specific communal repi’eseii- 
tation at the centre is not lightly to be discarded. It is only 
w.]ieu we set ourselves to examine the actual working of the 
indirect system, its probable effect on the eonstiiutional 
macliine at tlse centre, and its possible consequences in the 
provinces, tliat doubts arise. Some of these we have already 
expressed. The confusion of electoral issues between the 
ceidi'o and the provinces, the dangers of excessive provin- 
eialization in the central legislature, and the election of the 
latter for a fixed term, all seem to us to contain the seeds of 
future complications. We are also impressed hy the objec- 
timis to an allocation of seats in the Assembly on a purely 
population basis. The alternative is an unequal allocatipii 
somewhat on existing lines, which proceeds from an artificial ’ 
weightage of nroffinees. But any attempt to combine such a| 
weiglitage with a natural representation of commujuties- 
throughout India by .an automatic method is likely to en- 
counter great difficulties. 

Again, there are troublesome and perplexing details 
; prising out of the use of proportional representation. '! 
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Since eiglit legislatures will be empowered to create a single 
legislature, sfunowliat larger than any one of them, and 
containing under the Commission’s scheme approximately 
250 members, we would anticipate two results. IVe would 
expect that the members of provincial legislatures, as 
electors, woxdd be called upon to express a number of pre- 
ferences, which must normally exceed thirty and may run to 
oonsiderahh'’ larger figures. We have been unable to discover 
any sufficiently analogous precedent from Avhieh to judge 
how the system of proportional representation, when applied 
on this scale, niay he expected to function. Tbe second result 
of the system is that the number of votes which would suffice 
to secure a candidate’s election by a provincial legislature 
would be on an average from province to province as small 
as eight. ^ The use of restricted quotas for a system of elec- 
tion, wTiich must he secret, causes us considerable anxiety, for 
we cannot but attach importance to fears already expressed 
that a wide door is thereby opened to the employment of im- 
proper methods. Moreover, as we have already said, there 
, is reastm to doubt whether quotas so small will in fact induce 
any real sense of responsibility in the snceessM candidate. 




On Iho sum of these considerations we would ourselves 
incline to the conclusion that a method whereby the Assembly 
would be wholly or mainly constituted by indirect election 
wouhl not be suitable. The certain objections seem to ns to 


outweisfi! the possible advantages. 


I 


1 34. A mixed system. — On the other hand, in view of the 
real a' Ivantages offered by the indirect method, we think that 
it 'deserves consideration whether these advantages could not 
by some means he attained without involving the objections 
to which we ha^'e drawn attention. 


An Assembly comprising elements drawn from both direct 
and indirect election, securing on the one hand “ terri- 
torial ” representation through indirect election by provincial" 
councils, and, on the other, the representation of the “ all- 
India ” point of view and of special interests partly by direct 
election, and partly by nomination, might secure advantages 
and eliminate disadvantages on both sides. Such a method » 
of constituting the Assembly would admittedly still be open 
to the disadvantage that it would remove the possibility of 
making an effective appeal to the country in the event of dis- 
agreement between the executive and the legislature; and 
for this reason we are doubtful whether such a plan would he • 
permanently suitable in the later stages of the development . ; 

f the constitution. But it is argdable that this objection need . ■ ■ 
ot be conclusive before complete,' responsible government at ' , 
centre is ' introduced. ’ , A^: ;a'.rtr?4iaitional arrangement, 
g t;he period, ,,'when the .rfJ^irfpil^et’^eenithieieentre 
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tke proviaces have to be adjusted and the stresses and strains 
created by these relations taken up, there would be much to 
be said for having a central Assembly in wMch “ all-India ” 
views and ‘‘ provincial ” views could each be stated by their 
own respective representatives in debate. We think 'that a 
scheme of this nature might usefully be examined. We 
foresee difficulties, particularly in the matter of securing pro- 
per communal representation, but it is possible that these 
might be corrected by providing special connnunal constitu- 
encies among the quota reserved for direct election, this 
method perhaps being further reinforced by nomination in 
certain cases. We have not been able to work out in detail 
an electoral project on these hues, but we hope that the prac- 
ticability of such a scheme might be considered along with 
;“lher alternatives at the Round Table Conference. 

135. Direct election. — ^W^e now turn to a brief considera- 
ion of the system of direct election. The most obvious and 
perhaps the most grave defect of direct representation is, as 
the Commission have observed,* “ the unwieldy and indeed 
■extraordinary size of many of the existing constituencies ”, 
rendering in their view reality of representation impossible. 
!rhe difficulties of polling even a limited electorate over an 
area so vast and of such varied physical characteristics are 
evident. In the past direct election has certainly not secured 
that intimacy beWeen voter and candidate which it attains 
in small compact countries, and we may expect personal con- 
tact to become more difficult when the franchise is extended. 
Nevertheless there are other considerations, of which we con- 
sider that account should be taken before a definite break 
with direct territorial representation is made. The real point 
at issue is wffiether the physical conditions of India in fact 
make direct election ineffectual. 

We believe the facts to be somewhat as follows. Fipt. 
the central elector has exercised the franchise with increasing 
readiness and at least as freely as the elector to provincial 
councils,. A great deal of the bnsiness of the central legisla- 
ture is as intimate to the elector, and is as fuUy within the 
scope of his understanding, as the business of the provincial 
councils. Wc need cite only such matters as the Sarda Act, 
the income-tax, the salt tax, the railway administration, and 
postal rates. Even more abstruse matters, such as the eS:- 
chan.ge ratio and tariffs, interest large sections of the elec- 
torate. Seeoisd, the electoral methods natural to the social 
structure of India may he held to some extent to replace per- 
sonal contact between candidate and voter, a contact wdiich, 
adult suffrage and party organizations make increas- 
ingly difficult in western countries. The Indian elee- 
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I torate is held together by agTariaii, commercial, j)ro- 
V fessional and caste I’elations. It is througii these 
relations that a candidate approaches the elector, 
and in this way political opinion is the result partly 
; of individual judgment, but to a greater extent than elsewhere 
,, of group movements._ These relations and gTonps provide in 
' India a means of indirect contact between voter and member, 

, reducing the obstacles which physical conditions entail. More- 
■; over, we are impressed by the further consideration that ten 
years ago Parliament of its own motion set up for the first 
time a directly elected Assembly, representative of the whole 
of India. That Assembly, in part perhaps because it is 
’ directly elected, has appealed to the sentiment of India, and 
i sown the seeds, as yet only quickening, of real repres,enta- 
' tion. Accordingly, unless new considerations of greater im- 
; portance have to be taken into account, we feel reluctant as 
' yet to eondeirui an experiment undertaken so recently in a 
. country awakening to political consciousness. 

I f 136. Advantages and disadvantages.— On these geiieral 
;■ grounds we would hesitate to hold that the orthodox method 
of reproseutatiou by direct election is unsuited to the eondi- 
k tions of India. It may be admitted that during these ten 
years direct election hhs not achieved all the results which 
I Parliament perhaps hoped, nor has it overcome all the oh- 
I Stacies which the vast size of the country and the complication 
I : -of separate electorates impose. But in many ways its success 
I has bc(5n growing, and it has contributed to the strength of 
f the Assembly as a focus of national allegiance. On the other 
1 hand it would not provide that expression of provincial views 
[ as such which may he judged desirable in the new conditions 
I contemplated by the Commission. In financial matters, 

\ an particular, this defect may be serious. But, as against 
’ ft plain alternative of indirect election, we believe that the 
: balance of the argumeiit is in favour of the maintenance of 
direct election. - ■ 

*; 337. Summary. — ^We have now examined hiiofly the 

b methods of direct and indirect election. For the cireum- 
' stances which exist to-day in India there is no_ parallel in 
: constitutional history, and the question is admittedly very 
: open- The opinion of provincial Governments is divided in 
regard to it. Without forming any final conclusion, we have 
• expressed a preference for direct election, but have suggested 
f that it may be found possible to demse a combination of tlie 


ultimate form. Those who support the Commission’s scheme 
can similarly maintain that its adoption to meet present con- 
ditions should not be taken as committing the country for all 
time to the indirect method of. election. It is not impossible 
that, viewed in the light of practical expediency, the Commis- 
sion’s proposals may attract considerable support. But, in 
any ease, we feel that the method of election is esseutiaUy a 
matter, on which the considered judgment of Indian opinion 
should have great weight. We would ourselve.s be much 
influenced bj?^ the trend of discussions at the Round Table 
Conference upon it. 

138. Nomination. — ^We turn now to the broad questions 
of the composition and size of the Assembly. The first point 
for consideration is the extent to which a nominated element 
should he retained. We have already expressed the view that 
the difiBculties inherent in the problem at the centre would 
he greatly enhanced by constituting’ the executive aud the 
legislature on principles which would widen the gap Ijetween 
them. If the proposals we make for a partnership ^ 
between Britain and India, in the government of Bidia, are 
acoerded, it wonld seem to follow that there should be part- 
nership in the legislature as well as in the executive. A 
wdiolly responsible executive w’ould naturally obtain, support 
in a wholly popular Assemhl5^ ’ But if at present 
tive must be, either by specific- provision or by convention, 
of the composite chai’acter \ve have oimsag'ed elsewhere, it 
ea.n hardly count on obtaining adequate support for its ad- 
ministration as a whole, merely through the connections of 
its political members with the legislature. Accordingly, we 
do not think that the time has yet come for the 
abolition of the nominated portion of the Assembly. We 
would retain .uominatiou for tlio two purposes of 
curing inequalities or defects in representatlun by election, 
and of obtaining some additional support in the Assemlily for •. 
an executive of the form which Vve contemplate. We would 
in this way secure an element to repros,ent the unenfranchised ' 
and inarticulate, as well as spokesmen who would explain and 
defend the purposes for which Pailiament must retain 
interest in the administration of India. We would not I 
incrc'aso the present number of members entering by the-i 
door of .uoniination, and we would allow the proposals, which;| 
we TU'(feeec] to make for the enlargement of the A.ssembly, toJ 
l.'ax’e effect in I’edueing the weight whicl) the nominated 

element will in future have in debate and division. Ttt(ft| 

proportion in wliich noininations might be divided by the GlO'fra 
ernor General I)etween officials and non-officials should w 
think i>e elastic. As hamony between the new executive 
the Ass{‘mbly grows, as we hope it will, it should he pos *''** 


m 
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f to maJve a diminishing use of nomination for the inclusion of 
officials. But the necessity for maintaining strength in the 
central Government forbids too drastic a "limitation 
V of the Governor General’s power to secure some measure of 
[' assured parliamentary support. We hope that the necessity 
; for the use of that power will finally disappear, but in pres, exit 
conditions we consider its retention a wise precaution. We 
; • would therefore impose tlie present maximum on the nomimx- 
i tion of officials, but otheiwise leave the discretion of the 
i: Governor General in his choice of official or non-official 

i- nommees unrestricted. 

I ^ ^ 139. The size of the Assembly and its life-time. — The 

1 total xnimber of the members of the present Assemblv is 145. 
I We consider reasoiiable the general desire for some enlarge- 
I ment, but practical considerations must, we think, control the 
|; inci*ease in menxbership. There are limits to the number of 
|, officials who can sit in the Assembly, and limits also to the 
p extent to wlxich xioixiination can be used without embari*assmg 
i I'esnlts. While we agree to some reduction in the existing 
I ■ proportioxi of nominated to elected members, it is essential 
I that the relative strength of the fonner should he sufficient to 

I I enable tliem to discharge the functions which we have 
I descn'bed in the preceding paragraph. Our general aim 
' therefore would be a house somewhat larger than at present, 
and we should contemplate a maximum strength of 200 
members. We should expect detailed and local examination 
j to show that constituencies, which arrange the present elccto-, 
; rate in suitable groups, axid maintain the existing provincial 
proportions, need not number more than about 150, and that 
I a maxinxuni strength of 200 members 'would be appjvjpriate 
for a house including also repi'esentatives of special interests, 

I and a nominated element. 

We accept the proposal of ilxo Oommission and of tlie 
Indian Central Committee that the life of the Assembly should 
be five years. 

; ' 140. The franchise. — The problem of the franchise for a 

directly elected Assembly has naturally not presented itself 
to the Commis,sion, and in consequence has not elicited any 
expressions of opinion from the provincial Governments. It 
was not mentioned by the Indian Central Committee. If 
direct election is retained, we wonld^ be disposed to favour 
some extension of the franchise, in view of the smallness of 
|c i the present electoi^ate and its general character. Any reduc- 
tion" in the proi^rtion of the nominated element in the 
li i;- Assembly, official and non-official, .which at present alone re- 
unenfranchised and_ Inarticulate, makes ap e?- 
tension of the franchise more desirable, and we think that the 


franchise qualification shoirld be investigated by thci Fraii- 
chise Oommittee, \vith instructions to make suggestions for 
a reasonable extension. 

141. Constituencies. — 'We do not desire to cover again the 
ground of communal representation and the forms which it 
might take, so fully explored by the Commission.’^ We are 
in accord mth their general conclusions and, in the 
absence of agreement at the centre, w'ould feel bound, 
in a directly elected Assembly, to retain communal representa- 
tion, derived from separate electorates, approximately in 
its present proportions. The territorial constituencies 
would then be differentiated as non-Muslim, Muslim, Sikh 
and European. We would keep the existing distribution by 
provinces, unless on further examination some modification 
seemed necessary and feasible, but Ave would aim at carrying 
into effect the proposals of the Commission for the elected 
representation in the Assembly of the centrally administered 
areas. The special interests to be represented by election 
might continue to be those of landholders and Indian com- 
merce. We think it important that European commerce 
should be directly represented in the Assembly. 

142. Illustrative .statement. — ^While we have left open 
the question whether the Assembly should be constitut^C 
direct or indirect election, we think it may be an advantf_ 
if AA'-e shoAV in detail the composition aa’c would suggest for a 
directly elected Assembly. The Assembly would have a 
total maximum, strength of 200 members, including 150 mem- 
bers returned by territorial constituencies. The 50 remain- 
ing seats Avould he filled by the return of 12 members b}’ 
direct election to represent the interests of landholders and 
Indian commerce, and by the nomination of 38 members. 
The former category would include, as at present, 7 repre- 
sentatiA'es of landholders and 5 representatives of Indian 
eomujerce. Idie nominated category would contain a limited 
number of officials Avithin a maximum of the present figure 
of 26, and Avould proAnde for the representation infer alios of 
the depressed classes and labour, until conditions permit the 
use of direct election hy these interests. 

The statement A'/hieh AA'e append does not comprise all 
the 200 seats. It has been pr'epared in illustration of a 
possible distribution by provinces and communities of the 
150 seats, Avhich aa'ouM be filled by election fi’om the general 
territorial congtitueneie.s,.and to shoAV a comparison v.ith the 
existing arrangement.’ ■ ; , 
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The upper House. 

143. The need for a strong second chamber. — “The Oonn- 
cil of State ”, the Commission remark,* “ represents tiie 
more conservative elements in the country and, in particular, 
sections of society which have most to lose by hasty and :lh 
considered legislation We believe that danger of such 
legislation will long continue and that a secoml ciiainber 
will always be required as an element in the Indian 
legislature. There are, however, reasons why at the present 
stage the Council of State should be composed with particular 
care. It is not proposed to have a form of purely pojrular 
government at the centre, and a unitary executive, however 
amenable to the influence of the Assembly, cannot be directly 
responsible to it. In these circumstances, we cannot expect 
that harmony between the executive and the lower house will 
always prevail, and the merits of administrative policy 
may not invariably receive that consideration which the 
executive would desire. It is of importance, therefore, that 
there should be a second chamber, so constituted as to be 
able to give to the executive reasonable anti discriminating = 
supjiort. Again, the Governor General will continue to be ; 
charged with the duty of securing those purposes which 
will be tke concern of Parliament, and it is desirable that, 
as far as possible, these potvers should not lie 
play in opposition to the wishes of the Assembly, until the 
decisions of that body have been reviewed by the calmer 
judgment of the Council of State. 

144. Numbers and qualifications of members. — The Coun- 
cil of State has in the past exercised to the great benefit of 
the country the functions which we have just described, and 
wo thinl: that it should remain much as it is at present. We 
concur in tlic eonelnsions of the Commission that the 
uumher.s and the proportion between elected and non- 
eleoted should be left unchanged, and that the qualifications 
for membership of the upper house should continue to be high. 
The present qualifications for membership are the same as for 
the franchise, and we agree with tlie Commission that they 
might in future he pexliaps less wide than at present. An 
enquiry into suitable qualificatioins miglit well ])e undertaken 
on the linc.s suggested by the Commission. 

145. The electoral method. — The present method of return^ 
i]ig members of the Council of State b>' direct election has 
been siu-cessful in composing the upper liouse on suitable 
linos. Our own preference would lio for maintaining the ore- 
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sent system, but we recognize that, if the Assembly were to 
' continue to be constituted on the basis of direct election, there 
might be some advantage in taking occasion through the 
■ Council of State of familiarizing men’s, minds with the 
federal idea and the system of indirect election proposed 
by the Commission. We would, however, make our accept- 
ance of change in the existing method of election conditional 
upon two objects being attained. We should wish to be 
satisfied that the change involved no prejudice to the rights 
of minorities. Our second proviso would be that the 
change commended itself to public opinion. Subject to 
these two considerations, we should be prepared to accept 
the proposals of the Statutory Commission. 

146. Nomination. — There are two arguments, which 
weigh with us in retaiaing the existing proportions of elected 
and nominated members. First, we hesitate to rely altogether 
. on the qualifications, which will be prescribed for candidates, 
to secure an element which has proved valuable in the past 
. and is indispensable in a senatorial body. In paragraph 8 of 
our Reforms Office despatch No. 3, dated the 6th May 1920, 
Lord Chelmsford’s Government made the following observa- 
tion : “ The functions of such a chamber, as we conceive 
them, are those of a refusing body, capable of exercising in 
relation to the popular chamber a restraining though not 
.an "overriding influence, and its composition is a corollary 
..nf its functions. The members of such a body must be 
;j persons possessing what has been called the senatorial 
' character ; they must, that is to say, be men who will bring 
to bear, on problems of State, the qualities of knowledge, 

‘ experience of the world, and the sobriety of judgment which 
comes thereby. No form of indii’eet election could satisfy 
these requirements. At its best, this method would produce 
a body which merely reflected the vi^s of popular elec- 
; torates ; at its worst, one which consists of the delegates 
of small electoral cliques ; but in no circumstances could 
it yield a true senate.” We do not now press these views 
so far as to reject indirect election altogether. They are 
how'ever still a justification for retaining adequate scope to 
maintain by nomination the senatorial character of the 
chamber. Second, we consider it desirable that fpr some 
time longer the central Government should be able to count- 
on support from the upper chamber. For that reason it is 
essential that the Council of State should remain a body 
of conservative disposition. We would, therefore, retain 
the power possessed by the Governor General to make 
nominations both of officials and of non-officials, observing 
■' at the Governor General is at present under no obligation 
nominate the maximum number of officials and indeed in 
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practice nominates a smaller number. We would hope that 
this discretion to reduce the nominations of officials might, in 
the future, be more freely exercised than at present and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non-officials 
might be necessary, in order to represent interests or com- 
munities which fail to secure representation through pro- 
vincial legislatures. 

147. Life-time. — ^Whether the Council of State is elected 
directly or indirectly we agree with the view of the Statutory 
Conmiission that its life should be seven years. 






DEFENCE. 


AdministraUve problems. 


148. Connection of civil departments with the administra- 
tion of defence. — ^Having described the general administra- 
tive and legislative dispositions at the centre, which appear 
to us to accord best with present conditions, we desire to 
consider in greater detail how these dispositions will affect 


some 

ment, 


of the more important of the departments of Govern- | 
The Commission have fully recognized the importance | 
of the subject of defence, which indeed constitutes one of 
the most difficult of all the problems at the centre, 
putting forward their scheme, they have been largely i 
actuated, as they point out, by the desire to remo'v 
otherwise 1 orm a continuing barrier to constitutional progress:-'^ j 
Any proposals designed to produce this result merit the most 
careful and sympathetic consideration. We have already j 
discussed the proposals for the exclusion of defence in so 
far as they affect the structure of the central executive ; 
and we have examined in that connection the suggestion 
that the removal of the control of the army from the 
Go\'erjime)it of India ■would clear the way for constitutional 
advance. We will now endeavour to consider how the pro- 
posal wmuld affect the army administration itself. We have 
been impressed by the accuracy and insight with which the ; _ 
Commission have analysed the problem, and by the in- 
genuity of the solution wMch they propound. The essence 
of their proposal, as _we understand it, is a mutual agreementja 
between Great Britain and India that for the time being the;;:" 
defence of India should be regarded as an Imperial con-i| 
cern carried on in co-operation with, but outside, the dvil^l 
administration of the country. By a similar agreement, 
fixed total sum would be made available from Indian revenueS/f 
for defence expenditure, subject to revision at suitable iti| 
tefvals. ■ The idea has undoubtedly many attractive feature 
We have however, to ask ourselves two questions, 

whether, in the endeavour to a\'oid a constitutional difficii|, 
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of a !spee;al character, India may not fall into a greater 
danger hy attempting to detach an important function of 
G-overimient from its true place in the organic whole : and, 
second whether the control of defence can as a matter of 
fact ho Isolated in the manner proposed. It has to he remem- 
bered (and es])erienee in all countries during the Great lYar 
has brought home this lesson very forcibly) that 
the administration of defence cannot be made the 
bus in OSH of one department of Govermnent alone. 
The sueoossful conduct of why does not depend solely on the 
strengtli of the armed forces available, the manner in wMcli 
they are raised and controlled, and their general state 
of preparedness, biit upon the combined efforts of the Gov- 
ernment and the country as a whole. A modern war may, 
and generally does, involve all the resources of the nation. 
In eonsidtiring the wider aspects of the defence problem, the 
defence administration of the State cannot be dissociated 
from other branches of the administration, such as finance, 
maintenance of order and the quelling of civil disturbances, 
posts and telegraphs, railways, trade, shipping and transport, 
lahouj’, health, and even education. The efficiency of the 
fighting services depends to a large extent on the general 
efficiency of the nation in these departments, and on the 
degree to which the national resources have been co-ordi- 
nated in peace, and can he harnessed in war. The respon- 
sibility of Government for defence is thus a joint responsi- 
bility. The Commission evidently had these facts in mind, 
fqr they have laid special emphasis on the necessity for 
continuing unimpaired the help and assistance which the army 
at present looks for and obtains from the civil admirustra- 
tion. If WG have correctly followed their line of thought, they 
believe that the co-operation of the civil departments in the 
day to day administration of defence\can be seeffyed on the 
same basis of mutual agreement as i&, necessary to the in- 
troduction of their scheme as a whole, though the means for 
ensuring such co-operation must in the final resort rest in the 
hands of the Governor General. We have to examine this 
assumption from the practical point of view. 

149. Position of the Army Department tindier the e:dsting 
system. — ^In the central Government as at present constituted, 
there is no fundamental difficulty in correlating the activities, 
and defining the responsibilities, of the various civil depart- 
ments in r%ard to defence. Questions, which are the joint 
concern of the army and one or more civil departments, are 
dealt with under the ordinary inter-departmental routine of 
the Government of India, and decided ultimately, in the event 
of disagj'oement, by a reference to Conneil. It is true that 
e orocedure is sometimes found to he cumbrous, and that 
e need for a co-ordinating institution, analogous to the 
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Oommiltee of Imperial defence, is not infrequently felt This 
is 'at the most, however, a remediable defect in the admiais- 
tsative machinery. The Government, in its present unitary ■ 
form, does provide the means of solving departmental differ- ■ 
ences, and precludes the possibility of deadlock. 

150. Our apprehensions regarding the position of the 
Army Department under the Commission’s proposals. — do 
not feel sure that this would still be the case under the arrange- 
ments proposed by the Statutory Commission. The Army 
Department would cease to be a constituent unit of _ the 
central Government. It could no longer rely on its position 
as a department of the Government of India for support 
when claiming the co-operation of other departments, or en- 
deavouring to impress upon them its peculiar requirements 
or points of view. The burden of persuading a civil depart- 
ment in the last resort to take or withdraw any action in the 
interests of the army would rest upon the shoulders of the 
Governor General, whose task would be made no easier by 
&e fact that the central Government had been deprived of 
; direct share of responsibility for defence. It is not, 
in our opinion, merely a question of the provision ox facili- 
ties in regard to reoraitment, transport, and other matters. 
The Army Department is in contact with civil departments 
frpm day to day. At present it deals with them on an equal 
footing' : but if it became an authority 
central Government, some friction would almost eertaiiilys 
eiisue. li’be position of an excluded Army Department wouldj' 
we think, be difiicult enough even if the central executive were 
constituted, as the Commission propose, with an official ele- 
ment, and ',vere not responsible to the legislature. But if the 
e 5 :clusion of defence fulfilled its avowed object of removing 
the constitutional barrier to complete self-government and 
the Army Department, administered by an Imperial agency, 
found itself in daily contact with a central Government 
responsible to the' legislature in all respects, we apprehend 
that the possibilities of friction w'ould be greatly increased, 

351. Arguments on the other side. — ^It is, of course, pos- 
sible that we have over-estimated these disadvantages. It 
may be contended that so far as the provinces are concerned, 
should effect be given to the constitutional proposals of the 
Commission, the co-operation which is needed for the success- 
ful administration of defence must depend in the first 
instance on goodwill and mutual understanding (the ulti- 
mate power resting in the hands of the Governor General),: 
wiiether the aimy remains' an integral part of the Gex’-omi^ 
ment of India or not. In regard to the eentre, it might fur-i 
ther be argued that as a matter of fact conflicts between fh|^' 
Mtmy and the civil departments are not frequent, and thatili 
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,is hardly reasonable to assume that antagonism and oppbSB- 
tion will become the rule, and co-operation the exception, 
merely because the anny has been placed, for administrative 
purposes, under the Governor General. Though under the 
' Commission’s proposals the army administration would be 
outside the Government of India, the responsibility of the 
latter to co-operate in the defence of the eonntrv would re- 
main unimpaired, and the powers of the Governor General 
' would be in reserve to enforce that responsibility. It might 
also bo questioned whether an army administration, excluded 
by nmtual agreement from the Government of India, would 
be faced with any greater difficulties in securing co-operation 
and co-ordination of effort than an army administration form- 
ing part of a Government of India, which was in other 
matters responsive to the legislature. We do not ourselves 
hold these views, but we think it desirable, in connection wi& 
so im'portant a proposal, to state the arguments on either 
side. 


152. In the legislature. — The removal of the Commander- 
in- Chi of and the Army Department from the Goverimient of 
India might lead to complications in the legislature. The 
Cormnission *ohserve that the Army Secretary would be 
available in the Legislative Assembly. He would however 
cease to be an official of the central Government, and, as that 
-JGovernment would be divested of its share in the respon^ 
sibility for defence, he would act, not as its spokesman, hut 
as file mouthpiece of an Imperial agency. His position in the 
Assembly as the official exponent of policies for which the 
Government of India were not responsible, would he iu oux 
view anomalous and embarrassing. There is already a ten- 
.dency to criticize the existing arrangement under which the 
Army Department is represented in me Assembly by a Sec- 
retary, and not by a member of the l^vemment. We think 
that there naight be greater cause forX^ssatisfaction if the 
spokesman on military matters were no\even an official of 
the Government of India. The Commissira indeed propose* 
ttat the Leader of the Federal Assembly should take charge 
of important debates on military subjects : but although the 
Leader of the Federal Assembly might personally carry great 
weight his role, in army debates, would be merely that of ak 
advocate briefed, for the occasion. ■ 
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Here again we do not overlook the arguments on the 
other side. If defence were excluded from the Government 
of India by general agreement, the Assembly might tend to 
concern itself less with the details of army administration, 
pociaily if it were represented in a standing defence com- 

■ ' *TGlHme''IIj-'p'ara» 170. • .i 




..■■Si 





mittee, n:i(t had opportunities for the diseussioii of army 
policy, as the Commission suggest. 

153. Effect upon the Indian soldier. — Our arguments so 
far have dealt with the administrative objections that might 
he urged again.st the Commission’s proposals. There is 
another important aspect of the matter. The Commission 
have stated* in their report the mam ai-gument on which iheir 
proposal is based. It is the principle that the protection 
of the frontiers of India, at any rate for a long time to come, 
shoidd not he regarded as a function of an Indian govern- 
ment in relation with an Indian legislature, but as a n\atter 
of supreme concern to the whole Empire, which can only he 
; effectively organized and controlled by an Imperial ageucy. 

We do not here wish to enter into the question of the degree 
to vdiich the defence of India may he regarded as an Imperial 
rather than a purely Indian concern. We do consider it 
relevant, however, to note that the greater part of the rank 
and file of the army in this country consists of British Indian 
subjects. The Commission’s proposals might be thought to 
have the effect of removing Indian officers and men from the 
service of the Government of India, and of turning them into 
employees of an Imperial agency, whose polity might he 
dictated to a large extent by the War Office. It is possible 
that the effect of this change in the, status of the Indian 
soldier would not immediately be felt. Under the Compiia - - 
Sion’s proposals, the army would still he directly subordinate 
to the Command^r-in-Ohief, and would still be under" the 
supen'ision of the'Governor General. The dissociation of 
the army from tllie Government as a ivhole might, however, 
in time jiroduce reactions unfavourable to the Indian .soldier 
during his army career, and might also tend to deprive him 
•of the protection and 'sympathy of the civil administration 
in Ms retirement. 

The advocates of exclusion may reply that here also the 
goodwill and co-operation of the provincial Governments must 
be assumed, and that, if these are not readily forthcoming, the 
Government of India would at any rate be in no better apposi- 
tion tJjaii a separate Army Department to secure the interests 
of individual soldiers and pensioners. We do not ourselves 
hold this view. _ We believe that, iu this as in other matters, 
the representations of the Government of India are liiely to 
carry more weight with local Govenunonls, no inattei- how 
autonomous, than those of a detached authority. 

154. Conclusion : the army should preferably remain 
tmdier the Government of India.— -Our coaelusiot!, after 
weighing the arguments on both sides, is that it would be 
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pret'eraWe that the povernment of India should retain 
its control ®f the administration of defence. The Commig- 
sion themselves, however, recommend the adoption of their 
scheme only on the understanding that it meets with accept- 
ance. If Indian opinion were decidedly in its favour, we 
should he prepared to reconsider our views. The proposal 
hitherto does not appear to have enlisted any public support 

155. The portfolio of defence.— If this view is accepted, 
the portfolio of defence would continue to be held by a 
member of the central Government. This brings us to the 
question of the position of the Oommander-in-Chief. "We 
consider that there is great force in the Commission’s re- 
commendation that the Commander-in-Chief should cease 
to be a member of the central Government, occupying a seat 
in the Indian legislature. The present official position of 
the Oommander-in-Chief, combining as it does the func- 
tion of the supr-eme Commander of the forces in India with 
that of permanent Aimy Member and Government spokes- 
man on army affairs, is becoming increasingly difficult and 
embarrassing. The pi'ohlem had arisen before the appoint- 
ment of the Statiitory Commission, and we had already for 
some time beeai considering the poissibility of some such solu- 
tion as the Commission jumpose. We agree that the 

. Commandor-in-Ohief should cease to he a member- of the 
' Indian legislature : and we recommend that his" place in 
that respect should be, taken by a civilian member for de- 
fence, Avho would become the responsible member of Gov- 
ernment and Government spokesman in the legislature in 
all matters of defence policy. This, in our opinion, would 
constitute the simplest method of relieving the Commander- 
in-Chief of duties which are extraneous to the nature of his 
profession and appointment. The change would involve no 
dislocation of the existing machinery and the aetiial conduct 
of business between the Army Beparfcent^and Army Ilead- 
qisarters would proceed on the existing lines. The Com- 
mandcr-iri-Chief should, however, retain the right of direct 
' access to the Governor General, and should, as a 
matter of rule, he present in Council when military affairs 
are discussed. The mutual relations of the Commauflor-in- 
Chief rmd a ei\dlian defence member, would not present 
the difficulties that were found to arise when the Com- 
mander-iu-Ginef and the military member, both high mili- 
tary officers, -were both also permanent members of the 
Exociitivc Council. 

156. The army estimates. — ^We find ourselves in agroe- 
nxent wuth many of the Commission’s observations on the subr 
jeot of military expenditure. It, wittibe for _His Majesty’s 


mentf; in favour of a subsidy from Imperial revenues 
should be accepted, and whether the (lovernment of India 
can establish a claim to a fixed contribution determined by 
the factors to which the Commission have referred. We 
are in favour of the proposal for the constitution of a com- 
mittee on army affairs, including members of the central 
legislature, for the purpose of discussing and keeping in 
touch with military questions, as recommeJided* hy the • 
Commission. We are also in favour of the Commission’s 
snggestion that military expenditure from Indian revenues 
should henceforward take the form of an annual total sum 
fixed for a period of years, and revised at intervals. The 
general position of the legislature in regard to defence matters 
should, however, remain unchanged ,: in particular, the exist- 
ing facilities for the annual discussion of military policy and 
expenditure, in the course of the budget debates in the 
Assembly, should continue. 

InManisation. 

157. The Commission’s survey of the problem. — In chapter 
10 of the first volume of the report, the Commission have 
presented a comprehensive picture of the military problem, 
notable for its impartialj yet sympathetic, treatment of a 
most difficult subject. That the Conunission recognize tlie 
supreme importance of this question is made clear 
in the first sentence of the chapter, where they ohsefier^at 
in considering the implications of the policy, to the puiteuii, 
of which the British Pai^iament is solemnly pledged, for thb 
increasing association of Indians iii every branch of Indian 
administration, and for the development of responsible gov- 
ernment in .British India, no question is at once more difficult 
and more crucial than the future organization, recruitment, 
and control of the army in India.! We think it worth while 
to quote in full one passage ;t 

“ For the purposes of the constitutional inquiry 
upon which we ai'e engaged, the method hy 
which Indianization might proceed is not 
so immediately important as the fact that 
it has at length begun, and that it is 
recognized that the pace at which it pro- 
ceeds is conditioned by the efficiency of 
the ‘I'esults obtained. A completely self- 
goveraing India must be in a position to 
provide itself with armed forces, fit to 
uudei'take the tasks winch armed forces in 

India have to discharge, so fa r as those tasks 

^Volume IT* pani. 2.10, 
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are the special concern of India itself.. It is 
not to be supposed that units recruited in 
Britain and officered by British officers ap 
going to be mercenaries in some future India 
where the ultimate military authority rests 
with an Indian Minister for War or with 
an Indian Cabinet,’ responsible to an Indian 
elected Assembly. Indian nationalists are, 
therefore, perfectly right in attaching great 
*■ impoi-tance to army questions in India in 

relation to India’s constitutional de'velop- 
ment. It is essential to the honour _ot 
Britain, in relation to the assumnces which 
have been given that we are sincerely aim- 
ing at the attainnient of self-government in 
India, that the transformation should be • 
given every fair chance. The -change is 
bound to be slow, and it is much more likely 
to come about smoothly and successiully, j 
if the difficulties are honestly faced on both ^ 
sides in a spirit of complete good-^11. / 

These words sum . up clearly and succinctly the whole 
problem of Tndianization. It is of paramoi;(nt im- 
BOTimee that we siould salirfy M an public ffWn ion that 
. ^ are in earnest in onr policy, and that our i^^easures of 
InihaiuKation are directed towards a definite pal. It la 
equally important that our critics, on the other l»nd, shoiild 
’Serdeo that the mamtenance of effloiency is ,»n indispen- 
So condition of progress, and ftat this plea is not raised 
for the purpose of obstructing legitimate demands. 

158 The Commission’s recommendations.— The Comms- 
sion have put forward a tentative proposal* for thei develop- 
ment of a separate army of , a 

puimoses of internal order, hut-^ sharmg with Imperial 
tro<?ps the burden of exter^l defence. This armyq if and 
when created, would be under the control of an Bidian 
minister The suggestion is repeated in paragraph 211 of 
fte second volnmf, where it is further made clear that the 
domSfarniy wMd be inaependently pmd M ^ 
trolled and contain no British element. The Oommi.,s 
recognize, however, that the suggestion 

technical and financial, and that the time tor 
considerable a departure from the established organization 
ha- not yet come We shall return to this suhiect later. 

For the present the Commission urge that we |.® ' 

" otpadi^^^^ pledged to do, -with the Jud^aniza 

ii iSiof y army, subject only to the Qvem dn^qmroi^ 

' ...... ' - 
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of military efficiency : and they consider that this obligation 
should continue to be honoured in the letter and the spirit 
if the army in India were to pass, as they suggest,* out of 
the control of the Government of India. We need hardly 
say that we accept this view of our obligations. Our present 
policy of Indianization is indeed based upon it We believe 
that the pursuit of that policy, in the language of the fore- 
word published with your predecessor’s approval to the 
report of the Indian Sandhurst Committeee, “ offers the sure, 
stable line of advance towards the creation of a dominion 
army By “ the creation of a dominion army ” we mean 
the evolution of a self-contained Indian force, to be com- 
manded and officered eventually by Indians and to be under 
the control of a self-governing India. We propose to describe 
briefly the progress that has already been made in Indianiza- 
tion, mnce the announcement of decisions on the report of the 
"’itidian Sandhurst Committee, to state the position now 
readied, and to indicate what the next steps in advance are 
likely to be. 

J59. Progress of Indianization since 1928. — ^In March 
1928, we announced that in future the number of vacancies 
available for Indians at the Eoyal Military College, Sandhurst, 
would be increased from, ten to twenty a year, and that some 
vacancies, would be thrown open to Indians at the Roy^ . 
Military Academy at Woolwich, and the Eoyal , * 

College at Cranwell. The first examination under the new 
conditions was held in November 1928, but it was not untp 
the November examination of 1929 that, for the first time, 
the number of Indian candidates qualified for Sandhurst 
exceeded the number of vacancies offered. At that examina- 
tion, eighteen candidates passed the examination, against ten 
vacancies. At the same examination, six Air Force candi- 
dates, -ie., the minimum number required to initiate an Tiulian 
Flig’lit, succeeded in qnalifying for Cranwell, and two Indians 
also passed into Woolwich. Up to that point, no Indian had J 
passed for either Woolwich or Cranwell. We have recently ^ 
received final results of the examination held in June 1930. 
Two candidates succeeded in qualifying for Woolwich, and 
ten for Sandhurst. The number of those qualified for Sand- 
hurst was therefore, on this occasion, exactly equal to the . 
number of vacancies offered. For future calculations, it may- 
be assumed that the number of candidates qualifying for 
Sandhurst will not fall below the present number of vacancies, 
namely bventy a year. To these should be added a- number ' 
of Viceroy’s commissioned officers nominated to Sandhui’st , 
as Viceroy’s commissioned officer cadets. The prescribed 
annual maximum for such nominations is five, but -for the 
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pix-sent not more than two or three suitable candidates are 
liheiy to be forthcoming from this source every year. In 
addition, we may expect an average of three or four candi- 
dates a year qualifying for mther Woolwich or Cranwell. 

160. Number of Indianizing units required. — ^An annual 
output of twenty officers with direct commissions from Sand- 
hurst, together with an annual average of two or three 
Viceroy’s commissioned officers granted King’s commis- 
sions, w’’ili, in the course of time, supply an officer establish- 
ment sufficient for a complete infantry division of twelve 
battalions, a pioneer battalion, and a brigade of three regi- 
ments of cavalry, together with an adequate margin for 
ancillary departments, staff and command appointments, and 
for wastage in premature retirements and transfers to civil 
departments. The calculation assumes the conversion of the 
. officer establishment of Indian units from the existing pattern, 
which consists of twelve to fourteen King’s commissioned 
officers and nineteen or twenty Viceroy’s commissioned 
officers, to a homogeneous cadre of twenty-three to twenty-five 
King’s commissioned officers. Our scheme therefore at its 
present stage, envisages the Indianization in all of sixteen 
units of cavalry, infantry and pioneers, in addition to 
such units of artillery, signals and engineers as may 
hereafter be officered by Indians from Woolmeh, and to 
ihe air squadron which we hope to raise gradually with 
Indian officers trained at Cranwell. The eight units hitherto 
set apart for Indianization are still officered on the pattern 
mentioned above. But these officer establishments will in 
the course of time be insufficient to accommodate the increas- 
ing number of Indians commissioned through Sandhurst. 
It will then be necessary either to set apart more units for 
Indianization or to. begin the conversion of the officer estab- 
lishment to the British pattern, or to introduce a combination 
of both these measures. We have not yet decided which 
procedure we shall adopt. An important factor in the deci- 
sion must naturally be the necessity of securing the rights 
and prospects of the Viceroy’s commissioned officers, and of 
the sepoys and sowars who enter the army with the ambition 
of being promoted to Viceroy’s commissioned rank. 

161. Question of an Indian mifitary college.— The in- 
creasing numbers ’of successful Indian candidates at these 
examinations bring us nearer to the point when the ques- 
tion of the establishment of a military college in India 
must be decided. The Indian Sandhurst Committee, in 
paragraph 44 of their report, stated that according to the 
expert evidence they had received, the desirable number of 
||j0ah^dates for the starting of an. Indian military college,, if; 
to have an efficient organization, ,was 100* I'hey 


accepted that as the initial nnmher, and proposed that the 
college should he inaugurated in 1933, with an intake bf 
33 cadets in that year. The establishment of 100 was to 
l>e reached in 1935, when the first batch of entrants would 
be commencing the third and last year of their course. Tlie 
•Ooinmittee, in their recommendations, followed the models 
provided by the Dominion military colleges at Elngston and 
Duntroon, where the normal course of training is three or 
four years : and we agree that the Indian military college 
, when established should be on the lines of those colleges 
rather than of Sandhurst, where the course lasts for eighteen 
months only. We also agree with the Indian Sandhurst Com- 
mittee that 100 is a, desirable number, though not an indis- 
pensable minimum, for the foundation of an Indian military 
college. To absorb an annual output of 33 officers, if that 
were the figure accepted, it would be necessary in course of 
' time to expand the number of units selected for Indianization 
from sixteen, the number required for the present output, Tip 
to about 25. The rate of progress of Indianization in artillery, 
'engineers, signals, and air units, is at present too xincertain 
to be included in this estimate. 

162. Arguments that might be urged in favour of Sand- 
hurst from the military point of view. — ^The' alternative to the 
creation of an Indian military college would be a further 
increase in the number of vacancies available for Indian 
cadets at the Eoyal Military College, Sandhurst. His Ekgel- 
lency the Commander-in-Chief points out that there is much 
to be said for the retention of Sandhurst as the training ground 
of Indian King’s commissioned officers as long as possible, 
provided that the progress of Indianization is not thereby re- 
tarded. The traditions which have been established over long 
years at Sandhurst, and the fact that the Indiani cadets there 
mix freely in work and games with boys from English pub- 
lic schools, have undoubtedly a beneficial effect. It can be 
shown that many young Indian cadets, after a Sandhurst edu- 
cation, are holding their own with their British contempora- 
ries : and those who advocate the retention of Sandhurst 
feel no doubt that the same results would not be obtained 
from a college established in India, which for many years to 
come would have no such traditions as Sandhurst and no cor- 
responding esprit de corps. While sympathizing with tbe: 
wide-spread desire among Indian public men to see a miiitavyt 
college established in India, those who hold this mew 
de&iitely of opinion that the present high staudard of ed||“ 
Cjation, combined xvith the surroundings and traditions 

Sandhurst, resulting in the formation of character, will - 

be maintained in an Indian college, and that the .q nq.lT iyr 
young Indian officers entering* army will : cbnie^^ 
•deterierate. . " ^ , , ' , ■ 
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; 163. Arguments that might he urged in favour of Sand- 

hurst from the political point of view.— Indian political 
opinion Lai-; hitherto expressed itself clearly in fa^'Olu• of the 
creation ol‘ an Indian military college in accordance with 
the recommendation of the Indian Sandhurst Committee. The 
considerations stated in the preceding paragraph might 
however be acknowledged by some of those who press for an 
Indian military college, if they could he assured of a guaran- 
tee that the retention of Sandhurst would in no way prejudice 
the rapidity of Indianization. Indian sentiment, both within 
and outside the army, attaches considerable value to the 
hall-mark of Sandhurst. One of our Indian colleagues has 
expressed the view that it would be better that India should 
continue for some time yet without a military college of her 
own, than that Indian officers should come to be regarded as 
possessing qualifications inferior to those of their British 
contemporaries in the Indian Army. He fears that this argu- 
ment of inferiority might be used to retard the pace of Indiani- 
zation in. future, and he observes that if it is found neces- 
sary for young Indians appointed, for instance, to the Indian 
Civil Serxnce or the Forest Service, after open competition 
in India, to be sent to Europe for further training, a period 
pf training in England would seem equally necessary for 
young Indian officers of the army.. It would be possible to 
point, in illustration of this argument, to the proposal of the 
Indian Sandhurst Committee that Indian cadets, after com- 
pleting their course at the Indian military college, should be 
attached for one year to British battalions stationed in the 
Tfnited Kingdom. To cite another instance, although the 
teaching in Indian Universities has reached a high standard, 
there is still in India a great demand for admission to British 
universities. Even if the Indian military college, therefore, 
produced from the outset officers as good as those trained at 
Sandhurst, the fact might not be recognized for some time by 
Indian or the British public.^ He further urges that inas-, 
ipuch as any expansion of Indianization will involve a decrease 
ih the number of British officers of the Indian Army, there 
should he less difficulty in accommodating the increasiiig num- 
liers of Indian cadets at Sandhurst. If therefore His Maje.sty ’s 
.Government could arrange to secure the admission of Indian 
^cadets to Sandhurst to the extent which the progress of 
Indianization required, there would he pounds for postpon- 
mg the establishment of an Indian military college for a 
eOnsiderahle time to come. An Indian military college is - 
'Bd,oreover hound to be expensive, both in its capital cost and 
'n its recurring charges, if it is to he founded and maintained 
n liiMs comparable to Sandhurst. He anticipates that, from 
''olitieal and financial, as well as the military, points of 
the alternative of retaining Sandhurst may find some 
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164. ArgumeEts for an Indian military college. — On the 
other hand it may be ar^ed that a coarse of three, or pos- 
sibly four, years in an Indian military college, beginning in the 
seventeenth or eighteenth year of age, when boys are s till 
comparatively impressionable, eonld be made at least as 
effective as the training imparted during eighteen months at 
Sandhurst to Indian cadets, who rarely go there, uiuler the 
present system, until after they are nineteen. The advan- 
tages resulting from association with British contemporaries 
might perhaps be secured, when the time comes, in another 
way, juiincfly, by extending, for Indian officers, the period of 
attachment to a British unit, before they are posted to the 
Indian army, from one year, as at present, to, say, two years. 
Further, it may be thought that the qualities of initiative and 
comradeship, the combination of which is essential to the 
making of a good officer, are acqnired rather during the time 
spent at an institution such as Debra Dun, or at a.u English 
public school, than during the later, and shorter, stage of a 
course at Sandhurst. By taking its cadets at a more forma- 
tive age, and by training them longer, an Indian military 
college could supply to some extent the advantages of a pub- 
lic school education for those who had not already had it : 
and there is no reason to suppose that the military authori- 
ties in charge of the direction of the college could not, by- 
choice of staff and in other ways, ensure the provision of a 
first class training. The Indian Sandliurst Committee 
were obviously guided by considerations such as these 'Tn 
making their recommendation for an Indian military col- J 
lege — a recommendation that has received much support from 
Indian public opinion. We cannot ignore the strength of 
the demand for such a college. In spite of the financial 
assistance granted by Government to Indian cadets, we 
cannot doubt that the expense, the distance, from Tudia, and > 
the unfamiliarity of the surroundings, are factors which 
doter a number of parents at present from offering their 
sons for a military career. There is a general impre.ssioa 
that in spite of everything that Government can do, the cost • 
of education at Sandhurst remains excessive, and that Indian. ■ 
cadets are handicapped in various other ways. This foeliug ‘ 
is but natural. To appreciate its force it is only necessary, 
to imagine what would be the attitude of British parents?' 
who desired to send their sons into the army, if there wef^^ 
no military college in Great Britmn, and every English 
had to be trained at an institution in a distant country. 
would not be long before public opinion, in such 
cumstances, demanded the establishment of a military colles 
iu England. An Indian military college will in any caj 
become inevitable as soon as Sandhurst can no longer aceof 
modato the increasing numbers of Indian cadets. "W© do. 
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know when that point w^onld be reached: it would depend, 
nmong other things, upon the attitude adopted tow^ards this 
question by the Army Council. But, even if the military 
authorities in England were willing to accept Indian cadets 
at Sandhurst in sufficient numbers to avoid the immediate 
necessity^ of founding an Indian military college, the question 
would still remain whether it would be bettetr to ooutinue 
sending Indian cadets to Sandhurst as soon as possible, or to 
start the Indian college ■without delay. 

Some of our number would prefer, for the reasons given 
in paragraphs 162 and 163 above, to make every effort ftjr the 
retention of the advantages of Sandhurst as long as possible, 
provided that the military authorities in England were ])re- 
pared to accept Indian cadets in the increasing proportions 
that the progress of Indiani.zation will require; others of us 
take the view that the establishment of an Indian military 
college should be set on foot as soon as practicable. In these 
circumstances we have stated to the best of our ability the 
arguments in favour of either course, and His Majesty’s 
Government will have the opportunity at the Conference to 
ascertain Indian feeling on the matter. 

165. The Commission’s scheme for a se;parate “ domi- 
nion ” army. — ^If the number of King’s commissions offered 
annually to Indians is increased in the near future, it will 
be necessary to decide in what way the additional officers 
should be employed. We have considered very carefully 
the proposal made by the Indian Statutory Commission in 
paragraph 211 of the second volume of their report. Read- 
ing that paragraph with paragraph 126 of the first volume, 
we understand the proposal to be that Government, in co- 
operation with the central legislature, should encourage 
the recruitment of battalions of a dominion pattern, com- 
ftianded by officers holding a dominion commission, for 
purposes of internal security, that these forces should be 
confrollerl by an Indian minister of the central Government, 
and that out of them a dominion army should gradually 
emerge a.s a self-contained indigenous force, distinct from the 
Imperial army, in which latter army, however, the policy 
of Indianization should also be pursued. The Commission 
have left us in some doubt as to the functions of this Jiew 
force, which they contemplate* as being “recruited for pur- 
poses of internal order ”, but also “ sharing with Imperial 
troops the burden of external defence ”. Nor have they 
defined the source from which it is to be financed, though 
recognizing that financial considerations will of necessity 
impose strict limits on its size. 
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166. Tentative character of the scheme. — This suggestion ' 
of the Commission is, however, only tentative. As v'e have' 
already stated, they oo not themselves consider that the time 
has yet arrived to decide npon it, and whether it should he 
adopted or not. Its adoption would in any ease depend upon 
a definite pronouncement in its favour by Indian public 
opinion. We shall proceed to examine it iu the paragraphs, 
tliat follow. At the same time, we wish to make it cleai- that 
our views, like those of the Commission, are merely pro- 
visional, and that we do not commit ourselves at this stage to 
a final expression of opinion. 

167. Possible objections to the scheme. — Whethca-, as 
we should prefer, the Government of India continue to control 
the vGgrilar army, or whe,ther the Statutory Commission’s 
recojmnendation be adopted, and the control of the army be. 
tiansf erred to the Governor General, acting as an agent of 
the Imperial Government, this further recommendation of 
the Statutory Commission would involve the existence of 
two distinct forces side by side, controlled, organized, 

, equipped, financed and employed on different systems, but 
both of them none the less forming part of the army in 
India, and containing the germ of the future dominion 
army. We eonfests that we do not at present see what 
justification or incentive could be found for the creation of 
the proposed new force. Apart from the financial <lifBcul- 
ties to u'hieh we have alluded in paragraph 165, it is obyiofff; 
that newly raised troops of this character would not for ;.'i 
many years he as "efficient as units of the regular armv, 
Indian i)ublic opinion, so far as we know, is content that the 
whole army should remain under the control of the Govern- 
ment of India and the Commander-in-Chief. Its main de- 
mands are first, a large reduction in military expenditure, 
and, second, an inerease of Indianization within the 
existing army. The fact that the Government of India and 
the Assembly were free to develop an army which might he 
regarded as of inferior status and of less effective fighting 
capacity alongside the regular army, with such funds as 
might be available, would not evoke any degree of 
popular enthusiasm : nor would it be easy to eouvince auy 
one that this measure constituted an advance towards the 
formation of a dominion army. It must further be re- 
membered that, in time of peace, internal security troops, 
as such, do not exist. All units of the army are recruited, 
trained, and equipped up to the full .standard of efficiency 
required for service in the field. On the outbreak of watj 
units which are at the moment stationed in certain places 
become, on mobilization, part of the field army, and proceed 
to the front. Those in certain other stations are detailed 
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for iiitenial security purposes ; but, being fully trained, I 

also form a valuable reserve to the troops in the field. In I 

ordinary times however eyeiy unit is- fully trained for vvar, * 

and is also fn'aiiable for duty in aid of the. civil power on 
the outbreak of local disorders, w^hatever its duties may be 
in the event of mobilization. Battalions trained for internal 
security purposes alone would not have sufficient occupation 
to justify their maintenance as regular forces. 

168. Another suggestion — Provincial battalions. — ^We 

have considered also an alternative suggestion that a certain 
number of units, over and above those set apart under the 
existing scheme for Indiauizatiou within the army, should 
be handed over to provincial Governments to be inaintained 
by them as provincial battalions. These battalions would 
lioiinally be employed by the provincial Governments on 
dutie.s connected wfith law and order, for the preservaticm of 
which they are, under the Commission’s proposals, to become 
primarily responsible. They might also develop, in the course 
of time, into units capable of taking their place in the field 
aimy. They would in fact be raised and maintained by pro- 
vincial Governments in precisely the same way as Imperial 
State forces are raised and maintained by the rulers of the 
larger Indian States. They would be inspected and suxjer- 
' vised hj'' a central agency similar to, and ppssibly amalga- 
mated with, tlie Military Adviser-in-Ohief and his assistants. 

For every provincial battalion so constituted, a corresponding 
unit of the regular army would be brought undey reduction : 
and the provincial Government would receive, out of the re- 
sultant saving to army estimates, such financial contribution 
as w'as required to maintain the new unit on an adequate 
footing. Provincial battalions, like the Indianiziiig units in 
the regular army, would be officered by Indians com- 
missioned through an Indian military college. It is claimed 
for the scheme that, by encouraging the development 
of localized forces, it would help to broaden the 
basis of recruitment, and perhaps foster willingness to 
undertake military service among communities who show no 
enthusiasm for it at present. Meanwhile, the Imperial army 
would not run the risk of including more experimental, and 
to that extent, ineffective units than it could carry. At the 
same time, there would he no restriction of the field of employ- 
ment for young Indian commissioned officers, many of whom 
might prefer service in provincial imits of this character to 
service in the Imperial army. The suggestion, therefore, has 
something in its favour from the pTirely military point of 
view. It is, however, open to some of the same objections as 
the proposal of the Indian gtatutq^ Commission : nor have 
we any reason to suppose that provincial Governments or pro- 
sentiment ‘would welcome it. There is no 
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at present of a movement in any part of India for the estab- 
lishment of provincial military forces. 

169. Reasons for preferring the continuance of a single 
army.- -Apart ^rom these considerations, the creation of any 
new type of armed forces would form, in onr opinion, an un- 
necessary complication. We already have regular troops 
with British officers, and regular troops in proc'ess of Indian- 
ization. We have also the territorial forces, and the 
various battalions of military police maintained by provin- 
cial Governments. We doubt if there is room for provin- 
cialized forces in addition to all these. We would greatly 
prefer that all units hereafter selected for Indianization 
should retain the status and functions of regular fighting 
troops : and we have little doubt that Indian senti- 
ment would support us in this view. We think that the ad- 
vantages of a provincial or local connexion could be 
equally well attained by assigning certain stations as per- 
manent headquarters to some of the Indianizing units of the 
regular army. Some such arrangement would indeed be 
desirable for several reasons. The increase of the number of 
King’s commissioned officers in replacement of Viceroy’s 
commissioned officers, for instance, will necess-itate the pro- 
vision of accommodation for officers on a different scale from 
that provided for ordinary units : and for this reason it will , 
probably become difficult, if not impossible, in future, for, 
ordinary units to succeed Indianizing units on relief, bn.d\ 
vice versa. We have reason to believe that pro\uncial Gov-’! 
ernments, if asked or required to maintain armed forces for* 
intexuai security duties, would prefer that those forces should, 
take the existing form of militaxy police. We accordingly 1 
consider that any advaxiee in the Indianization of officer ranks 
must he made within the army itself, and that units selected 
for this purpose hereafter must continue to he trained and 
employed in exactly the same way as those which retain their j 
British officer establishments. 

170. Conclusion. — Bxxt whatever may be the outcome of ; 
the Commissioix’s suggestion for the eventual creation o: 
u separate army, we have sufficiexitly indicated, in the fore- 
going paragraphs, onr whole-hearted eoncniTenee in 
policy which they advocate for the meanwhile. Our aim is 
proceed with measures for preparing India to undertake 
iai’ger share of responsibility for her ovox defence as rapid! 
as is practicable : and we shall be ready to adopt whale 
means may be found most suitable and effective, for 
achievement of that end. 

FINANCE. 

171. Considerations whicli affect the early 
mponsibility for finance.— We have referred in a! pf-e 
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paragrapli of this despatch to the special difficulties in the 
■fray of any immediate transfer of responsibility for finance, 
owing partly to the magnitude of the interests which have 
hitherto been safeguarded under the respojjsibility of the 
Secretary of State, and partly to the necessity for the prior 
falfiiment of certain special conditions.' We desire to examine 
in more detail the special circumstances which surround this 
highly technical but vital part of the administration. We 
shall then offer some suggestions as regards the direction in 
which, and the qualifications subject to which, advance in 
financial responsibility may be made. 

172. The four principal factors in the situation. — will 
facilitate an appreciation of the practical measures which 
are required if the principal factors in the situation are 
analysed and considered separately, though they necessarily 
to some extent overlap. These factors may be stated as 
follows : — 

(a) The great financial significance of the purposes 
in regard to which Parliament cannot divest 
. itself of all responsibility. 

(h) The foundations of India’s credit and its signi- 
ficance to the country. 

(c) The unusual responsibilities which the Govern- 

ment now carries in relation to the currency. 

(d) The particular financial and economic conditions 

which exist to-day. 

173. The financial significance of the responsibilities of 

Parliament. — The special responsibilities of Parliament in 
the financial sphere may be classified under three main 
heads. First, if Parliament remains, as it must, responsible 
lojid ff ef ence, it must be able to ensure that the funds to meet 
Ihe cost of defence are available. Second, Parliament having 
been hitluyrto responsible for the general good govemineot 
of India could not relinquish this responsibility without 
ensuring that the debts incurred during its period of respon- 
sibility are honoured. In this connection we may recall the 
assurance given by the Secretary of State to the holders of 
Indian loans in England in Sir Arthur HirtzePs published 
letter of January 27, 1930. Third, Parliament must remain 
responsible for the pay and pensions, family pensions aiid 
pro%ddent funds of all officials recruited by the Secretary of 
State. It may be argued that it would be a sufficient dis- 
charge of the responsibility of Parliament, if it were provided 
as part of the new constitution, that the sums required to 
make the payments due under the above three main headings 
.should be a statutory first charge on a consolidated fund, 
•payable independent of any vote by.. the Indian legislature. 
l-'isJ. ‘ ' ' . ' ^ ' ■■■' r , ' . . ' . / 1.3'" ' u' 
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But(,a),a first charge on revenue is of no value unless 
tire necessary taxes are levied to produce 
sufficient revenue, and 

(&) in this ease the total of the charges including 
only cost of the army, interest on loans and 
pensions amounts to about 80 per cent, of the 
net revenue of the central Government. When 
a “ first charge ” absorbs all but a narrow . 
margin of the total revenne, the security implied 
by the nomenclature disappears. In such a 
case, the authority responsible for seeing that 
these payments are made has an intimate eon- ’ 
cern in the whole financial administration of the . : 
country. 

We do not go so far as to suggest that this ciremnstanee „ 
must constitute a permanent obstacle to any transfer of , | 
financial responsibility. But Parliament may not unreason- 
ably demand some signal guarantee for the future, before 
surrendering, the security provided by its direct constitutional 
power to control proposals for taxation and expenditure 
through a minister responsible to itself. 

174. Credit of India. — The maintenance of India’s credit 
is a factor of overriding importance, and having regardyl^d 
the special circumstances in which India has been governed 
in the past, the outstanding consideration is that, in the 
absence of special safeguards and preparation, the removal 
of the authority and responsibility of the Secretary of State 
would represent a fimdamental change, which might be 
expected to give a very severe shock to India’s credit. How- 
ever unfair we may feel to be any implied distrust of what is 
to be expected in the way of financial policy from a responsi- 
ble Indian Government, it is none the less real, and we 
have to face realities. We cannot ignore the fact that the 
foundations on ivhich the financial stability of India depend 
are of a very special nature ; first, owing to the extent to 
which up to this point India has relied on external resources 
for the building np of her existing economic structure j 
second, because of the great part which reliance on tb 
OTedit of the Secretary of State and the responsibility o. 
Parliament plays in the naaintenanee of that structure 
The peculiar features in India’s position have arisen main I j 
from the historical connection between the United Kingdom^ 
both in civil administration and in defence, 
in the supplv of capital raised in the United Kingdom 
tne construction of railways, and canals, and other phbh 
works. India has in consequence built up very large stefl^ 
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CoHunitme-nts in the form of loans, pensions, and sinnlar 

obligations* 

Moreover, India ’b credit for the purpose mth which we 

concerned means something more than the credit ot the 
Government, of -India as a borrower. Vas|. amounts of 
fr-irote capital liave been invested in the development of 
&imt?l and its industries, and it can hardly be disputed 
hat a larke part of this investment has been made in 
rpHance on tlio prevailing system of adnnmstration, 
espeeiallv financial administration, of the country. A 
Sden and fundamental change, creating uncertainty and 
doubt as to future policy, would inevitably result ^ ' 
drawal of n large part of the capital alreaay invested, and 
stop the free supply of further capital which tlm P^^pe 
development of the country urgently needs. Even the 
fear of such a change would be sufficient to procmce thes 
■ *is the experience of recent months has shown. It 

be reauS that the withdrawal of ex.etm| 
■kfluital and the restriction of fresh supplies would not mere ^ 
£Sn>“Bri&h- capital. There are marj. Man mvestor 
who might seek to invest their capital abioad it tne> msi 
confidence in Man administration and of ^ ^ 

Pfla hpen evidence during the last tew moniudi. xiv 
St on mivemints of .apita! to which we have reterred 
^alight v,*ell be, felt on a scale which would mean fraanaal 
]and economic disaster. . . . <> 
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Whatever may be thought from the Indian point ot 
iview aW the desirability of this state of affairs in which 
Si nJi BO ranch on external credit.and external senuce*, 
■it is a vital element in the problem, which must be taced w 
all itrconseqnences, the chief, of which that the means of 
livelihood and the welfare of a vast portion of tl 
TteSie^^’ d^ present on .these toundations. If the 

'^mindations were withdrawn without an adequate and care u 
pmiod of replacement, the whole Indian economic life as it 
exists to-day might collapse. 

We do not su.ggest that the factors jimt mentioned 
would not be fully "appreciated 

tCT in M think that their very exisu 

ce should afford the strongest reasons for his pursuit o 
sound financial policy. But change 

onr purpose rather is to emphasme the need toi estab- 
lishing confidence before such a change is made. 

175 The Government .of India’s respons^ilities in rek- 
fifiu to currency.— The third factor to he considered is the im- 
■’Tof responsibility which the Government now f m 
to t^riencl It is. of coarse, a well taown featare of 
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the situation in India that the responsibility for supporting 
exchange, and therefore assuring that adequate remittance 
can be made to meet all foreign exchange requirements, 
public and private, has in practice been undertaken by the 
Government and has recently been made a -statutory obliga- 
tion. It has long been felt that this is, on grounds of 
principle, undesirable and that the right course must be for 
India to follow the practice of other countries, by providing 
that the control of both currency and credit should be 
united in the hands of a central bank acting independently 
of Government. The underlying idea in all countries is 
that the currency authority should be free to conduct its 
policy in accordance with the dictates of sound finance 
detached from aH political influence. The official_ cliapcter 
of the Government in India has hitherto been a distinguishing 
factor, and it is obvious that the reasons for introducing 
the practice of other countries into India would be enormously 
reinforced, if the finance portfolio were to pass into the 
hand of a minister relying for his position on the support 
of a political party. We wish therefore to state in un- 
ambiguous terms that the formation of a reserve bank on 
sound lines must in our view be a condition precedent 
to any transfer of financial responsibility from the agents of 
Parliament to a minister answerable to the Indian legisla- 
ture, , ■ , . 

It must? however, be admitted that the present ' i3| 
exceptionally unfavoui’able time for an attempt to establisfi' 
reserve bank. During the present period of falling prices the 
currency authority of a country like India, which relies mainly 
on agricultural exports, must be forced, in order to fnlfil 
its duty for maintenance of exchange (whatever the statutory 
ratio may bo), to follow a course involving the removal of re- 
dunchuit enrroncy from the market. The bank would have to 
rely on the use of its sterling resources or on sterling borrow- 
ing, in which respect its position would be far weaker than 
that which the Government has held hitherto with the credit 
of the Secretary of State behind it. But more important 
still, as has already been pointed out, any sudden change in 
the adniinistratiou, or fears as to the future constitutional 
position, may start a tendency for capital to leave India, am 
so long as this is going on the balance of remittance may b 
insuffiedent, with a consequent increase in the strain on th 
bank’s reserves or on its capacity to borrow. Lastly, 
special difficulty is created by the fact that in any case a s 
eial strengthening of reserves is necessary, for the presi 
gold and sterling reserves held for eurrenev purposes by ■ 
Goye^iinent canhGt he regarded as suffici^t for fc 
yrqrfcing of the reserve bank even in normal Limes. * 
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f indicated in the report of the last Currency Commission, these 
^ reserves will require to be built up gradually, and it is diffi- 
cult to see how, in all the circumstances, this can be done with- 
out fuiiher external borrowing on a large scale. 

The combination of circumstances, to which we have 
referred, means that the inauguration of a reserve bank to 
relieve the Government of its functions in regard to currency 
and exchange is a matter, which demands careful prepara- 
tion and a combined effort by the Government and the people 
of the country. It cannot be regarded as a condition easy of 
fulfilment or lightly left to an uncertain future. At the same 
time, Ave must make it absolutely clear that it ought to be 
definitely a part of oip’ programme, and that it should be 
undertaken at the earliest possible moment. 

W e wish here to emphasize one further consideration, viz., 
that it will be necessary that the constitution of the bank 
should contain safeguards for its future control against the 
danger of political interference. We should hope that it 
would be possible to convince Indian opinion of the desir- 
ability that such a bank should-.Mmrk in close co-operation 
with, and on lines approved by, the Bank of ilngiand. This 
i idea could be supported by the general consideration of the 
importance of co-operation between the central banks of the 
; world, and especially within the Empire ; while the action 
just now being taken by tlie Bank of England in giving 
counsel in a period of great difficulty to Australia may help 
to couAdnee Indian opinion of its A^alue. Wbatever the future 
for India may be, she must always be greatly dependent upon 
her standing in tlie London money market, an<l nothing could 
be of greater serAdee in this dii’ectioh than a close co-operation 
bptw'een a central bank for India and the Bank of England. 

Speci,al'. difficulties inherent in the- present financial 
"economic position.— -Finally, we come to the present spe- 
cial diffieuities inherent in India’s financial position and in 
Avorld economic conditions. These are so Avell known as to 
require no detailed explanation. The difficulties fall mainly 
■ under tliree headings. First, the general economic diffi- 
culties from Avhich all countries which rely mainly on agri- 
. cultural exports are suffering at the present time. Second, 
the serious after-effects on public and private finance which 
may be expected to result from the present political dis- 
turbance and the programme of those Avho have organized 
the cml disobedience campaign, effects which, even if that 
campaign were immediately terminated, must be felt in the 
country for a long time to come. Third, the obligation for 
' redemption of existing loans of the Government of India 
; which will be particularly heavy oyer the next three years. 


152 



and tlie need for further resources in gold or external capital, 
not only to continue the development of India’s railway 
system, but for establishing a central bank with adequate 
reserves. It would indeed hardly be possible to imagine a 
combination of circumstances more unfavourable to an im- 
mediate change of policy, which _ might result in shakiug 
public confidence in the credit of India. 

177. Importance of central Government finance in the 
new constitutional scheme. — There is one further con- 
sideration which should be mentioned at this point, namely, 
tlie vital importance of maintaimng the financial stability of 
tlie central Government in India in relation to the constitu- 
tional scheme which we are now considering. The proposals 
of the Statutory Commission would give a wide extension of 
responsibility and independence to the provincial Goverjn 
ments. Nevertheless, the provinces cannot be regarded as 
separate economic nnits, and they mnst remain to a large ex- 
tent. dependent on the central Government’s financial ad- 
ministration and the maintenance of its credit. At the same 
time, the administration of finance in the provinces may on 
its side react to an important degree on the general financial 
position of India, and the centre must be strong enough to 
protect the situation. Central Government finance indeed 
may be said to represent a key point in the proposed consti- 
tutional structure which may be exposed to heavy and im- 
certain strains. India can hardly afford to run risks at this 
point during the early years of the new regime in the 
pro\-i.nees. 

178. Conclusion that transfer of responsibility requires 
fulMment oi certain conditions. — ^From this review of tlu 
main factors in the present position we are forced to the con- 
cision that the occasion for a transfer of financial responsi- 
bility cannot he reached apart from- the fulfilmcmt of certain 
conditions, such as the restoration of noimal economic; cond: 
tions, the re-establishment of credit and confidence, and the 
inauguration and successful working for some time of a reserv 
bank v’lth adequate sterling reserves. Some of the.se condi- 
tions, such as the last, are clear, and their fulfilment is capable 
of precise detennination. Others are essentially more general 
a])d in the last resort His Majesty’s Government innst be 
the sole jucige of their realization. It is at this point that the 
essential difficulty arises, and it is precisely on the subject 
of these conditions that free discussion at the Eoimd Take 
Conference is likely to be helpful. Pending such discussion 



179. Possible lines of development,— The essence of what 
we eouteinplate is that we should endeavour as a first step to 
embark upon a period which is definitely acknowledged as a 
ijeriod of preparation for the transfer of responsibility. Our 
declared object would be to create such a state of affairs as 
to make a transfer possible, and to do this with no avoidable 
delay. It would be the task of the Grovernment to do all in its 
power 1,0 expedite the fulfilment of such of the conditions 
referred to in the preceding ppagraph as it can influence, 
and accordingly, in co-operation with representatives of 
Indian opinion, to complete the inauguration of a reserve bank 
on the lines which we have already sketched, and to consolidate 
the financial position, both as regards revenue and expendi- 
ture and the public debt. A concerted effort will he required 
to overcome the special difficulties referred to in paragraph 
176 aiid_ to work ont a financial programme for the future 
which will inspire confidence. We trust that our suggestions 
for a unitary executive, which may give greater harmony 
v'ith the legislature, may go some way to help in this direction, 
and we would also hope that committees of the legislature 
might provide opportunities for co-operation between (xoveru- 
ment and the popular representatives. 

Apart iTom these matters, it is necessary to say some 
thing of those other conditions less easily definable to which 
we have referred, the essential purpose of ’which w’’ould he to 
establish confidence iu Indian administration. The main 
weight of this task must lie with the leaders of Indian opinion. 
An authoritative declaration by responsible leaders that they 
entirely discountenanced the doctrine of repudiation of debts 
would be of some value, hut beyond this it would have greater 
practical effect, if Indians could give some signal proof that 
they are willing to mobilize their private resources for the 
sake of establishing the national finaacial position. We say 
ho more on this subject now, leaving it to he further develop- 
ed in discussion at the Conference. Our general outlook on 
these questions is that on the one hand, while fully recogniz- 
ing the special difficulties inherent in a transfer of financial 
responsibility, we accept the position that an eventual trans- 
fer is implicit in the declared policy of an advance towards 
self-goverjimeut in India, ina.smneh as financial respoirsibiilty 
i.« one of tbe most essential parts of the responsibilities of 
Government. But we feel that the chances of obtaining that 
CO- operation from Indian public opinion, requisite for the ful- 
filment of the conditions to which we have referred, wall he 
largely dependent on the clarity with which such conditions 
can he defined, and the certainty with which the intentions 
of TTis Maiestv’s Government can he stated. On the other 
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dependent on action to be taken on the Indian side, for we 
consider it essential that Indians should realize that they also 
have a definite task to fulfil, and that it is for them to dispel 
the misunderstanding and mistrust that have been created. 
We do not overlook the difficulties in the way of defining 
precisely how this is to be achieved, but we are of the opinion 
that, uiiless His Majesty’s Government state clearly what is 
required, and Indians are given a fair chance of making a 
response, with assistance given generously from the British 
side, we cannot expect Indian opinion to accept the difficulties 
of transfer as an excuse for its indefinite postponement. 

There is one subsidiary matter to which we might refer 
before leaving this subject. If we look forward to a jjeriod 
when the finance portfolio may be held by a respon- 
sible minister, in distinction from the system which has pre- 
vailed hitherto of filling this post with a specially selected 
financial expert, one conse<iuence may be to throw a greater 
burden on the permanent staff of the Finance Department. 
An elected minister, even if he is himself experienced in 
finance, will have to devote more of his time to political acti- 
vities and to rely more on his permanent officials as regards 
departmental work, and we must emphasize the need for 
greater continuity, than has under the present practice pre- 
vailed, in the personnel of the highest posts of the depart- 
ment. The recruiting of suitable officers, and a provision 
fo]’ their training, will become of greater impcu-tance ; while 
it must be iomemliered that the special training ground which- 
is now available in the cuiTency department of the Govern- 
ment v'ill no longer exist after the inauguration of a reserve 
bank. This may appear to be an administrative rather than 
a constitutional ]ioint, but we attach great importance to it. 

180. Safeguards after responsibility is transferred.— ,It 

will be clear iTom the nature of the present responsibilities of 
Parliament, as envisaged in preceding paragraphs, that Par- 
liament, so long as certain obligations inherent in the posi- 
tion created by past history remain, could not escape the 
ultimate responsibility in many important respects, and for 
this purpose it would be necessary to preserve certain safe- 
guai*ds, even after the primary responsibility foj- financial 
administration had been transferred to a minister re.srionsihle 
to the Indian legislature. The nature and extent of thc.se 
must to some extent depend on the measure in which the 
general conditions precedent had been fulfilled. It is not 
lieoessary for our immediate purpose to examine them in 
detail. They would include 

(a) The creation of consolidated fund charges to cover 
such ilems as interest on debt, railwav annuiiios. 
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pay, pensions, family pensions, and provident 
fund payments for civil officers appointed by 
the Secretary of State, and army officers, and 
expenditure on defence, 

(b) Some powers of supervision and control to be vested 

in. the Governor' General for the purpose of main- 
taining financial stability, 

(c) Pi'ovision .for resumption of control by the Secretary 

of State in the eivent of a threatened financial 
breakdow or an actual default under (a). 

The provisions under (6) and (c) imply an adequate supply 
at all times of information to the representatives of His 
Majesty’s Government. 

We have stated these provisions in very genei'al terms, 
for in the nature of the case it is difficult to be more pi'ecise, 
particulai'ly as regards provision (b). Much would depend 
on the manner in which such a power was exercised. It 
would be a negation of the whole object of the constitutional 
arrangement which wm are considering if interference was 
carried to the point of destroying the minister’s responsi- 
bility. There might, however, be occasions of financial 
danger, short of an actual default, when a power to hold up 
rather than to veto inadvisable action might be of value and 
give the po])uiar representatives a chance to reconsider the 
piosition and follow wiser counsels. It is probable that, if 
and when this stage was reached, the Governor General might 
usefully be assisted by a financial adviser. An adviser, if he 
had the right personality and experience, might perform an 
important I'ole and establish relations with the finance minis- 
, tier which would be of assistance to the latter. Subject to the 
safeguards which we have indicated above, we should sup- 
pose that at tliis stage the finance minister would have become 
responsible to the legislature, and that the supeiwision, direc- 
tion and control would have passed to the Governor General, 
acting on behalf of His Majesty’s Government" nuder the 
superintendence of the Secretary of State. We should fur- 
ther suppose that by that time the advisory committee of the 
I/ondon branch of the reserve bank would have been consti- 
tuted. This committee would be available to give advice 
either to the finance minister or to the Governor General with 
Ms financial adviser. The future evolution of these arrange- 
ments would necessarily have to depend on practical ex- 
perience. We should, on the assumption that all went well, 
look f<lrward to a gi-adual development through decreasing use 
of the special powei-s of the Governor General. 


181. Eelations with the Secretary of State. — Concurrejit-^ 
ly with the action which we have described in paragraph 179 
by way of preparation for the later transfer of financial 
responsibility, we recommend some modification in the rela- 
tions between the Government of India and the Secretary of 
State. In a subsequent portion of this despatch we shall con- 
sider the general constitutional aspect of this question^ 
and it is sufficient to say here that in our view’ the Secretary 
of State should in future exercise only a power of superin- 
tendence, direction and control, remaining the first executive- 
authority in such matters only as might be definitely remoA’ed 
from the exercise of the authority of the Government of 
India. It is first necessary to ask wdiether there are any such 
matters in the field of finance. ■ 

(a) Sterling lorrowing . — We take first the question of 
sterling borrowing. In the report* of the Indian Statutory 
Commission reference is made to a suggestion that the High 
Commissioner, instead of thq Secretary of State in Council, 
should undertake the task of floating sterling loans for Gov- 
ernments in India, and should be assisted in its performance 
by a small committee of experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in India rests, in practice, wdth the Governpient of 
India. This statement does not accurately represent the 
■facts. The amount of loans raised in India, and the terms 
on w’^hich they are raised, are subject to the approval of the 
Secretary of State, while the Secretary of State’s control in 
currency affairs is not by any means confined to, broad ques- 
tions of policy. Moreover, the Secretary of State manage.s 
such matters as the wmys and means operations In London, 
the investments of the Home treasury balances, and the sale 
and purchase of silver. 

When tlie reseium bank scheme was under discussion 
in 1927, it wms contemplated that the bank should undertake 
all the remittance operations of the Government of India, 
and would .supply the Secretary of State with sterling ftmds 
ag.ainst corresponding debits in rupees in India. If the same 
line is followed when a reserve bank is created, practically 
all tlie _ control of the Secretary of State over 
the details of the currency and ways and means operations 
will antomatically cease, and it might then be desirable to 
relieve him of the function of floating loans for the Govern- 
ment of India. The reserve bank manager in .London might 
have an adtisory committee to assist him, and the High 
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Commissioner in consultation with the manager of the re- 
serve bank and his advisory committee, could suitably under- 
take the management of the Government of India’s sterling 
borrowings. But until the reserve bank is created we con- 
sider that, from- the administrative point of view, it would 
only make for inconvenience and delay to transfer these func- 
tions to the High Commissioner, and there would in addition 
be the possibility of difference of opinion and friction between 
the advisers of the High Commissioner and the Seeretaiy' of 
State, who would still retain his powers of superintendence, 
direction and control. 

Our view, therefore, is that the question of transferring 
the function of borrowing in London from the Secretary of 
State to Hie High Commissioner should in any case be post- 
fioned until a reserve bank is created. Moreover, and this 
is a governing consideration, the effect of such a transfer of 
tlie borrowing function on the, standing of Indian loans in 
London would need to be carefully considered. Many techni- 
cal points of substantial importance, such as the effect on. the 
position of the Government of India sterling securities as 
“ trustee securities ”, require careful examination when any 
change is considered, and on them we shall address you 
•separately. For the present the function of borrowing in 
London, or more correctly outside India, together wdth the 
control of ways and means operations in London, and tht; 
investment of the Home treasury balances, can well remain 
in their present form vdth the Secretary of State. 

The control over the gold standard reserve is another 
matter which may be held to fall within the same category, 
though here again the creation of a reserve bank and the 
ainalgamjuion of the reserves would alter the situatiou. The 
irecommendations made in this sub-paragraph are intended to 
be read in the light of the general observations made in sub- 
paragraph (e). 

(b) Gemeral financial administration . — •We would suggest 
that in all other matters the powers of the Secretary of State 
should be those of superintendence, direction and control. 

; The control of the Secretary of State over finance is at pre- 
sent of two kinds. The general control, which has as its object 
the maintenance of financial stability and the observance of 
canons of sound finance, cannot be defined by rule, and in- 
cludes general control over such matters as the budget and ; 
taxation, currency, exchange, remittances and borrowing. In 
this latter sphere we contemplate that the control will more 
and more he confined to broad (Questions of policy, and that 
interference in details of administration will be avoided. 
More exact definition is hardly possible, but we recommend 





in a later portion of this despatch that the Secretary of State’s, 
controlling power should he specified in the same terms in 
which Parliament may see fit to define the purposes which it. 
must continue to he concerned to secure in India. 

(c) Other matters for control. — There are other matters 
in which control can he defined hy rule, as at present in the 
central audit resolution. Here the Secretary of State will 
require to retain such control as is necessary to safeguard 
his responsibility for members of the services appointed by 
him, and rule 1 of the appendix to the central audit resolu- 
tion will in substance have to be retained. Buies 2 and Z which 
impose restrictions upon the Government of India’s powers- 
to create permanent and temporary posts have already been 
greatly relaxed by rule 10 of the new Classification EuleSy 
but these restrictions might now, in our opinion, dis- 
appear. Similarly the grant of unusual pensions (rule 4) 
should be left to the discretion of the Government of India. 
Eules 5 to 7 deal with expSnditure on military works and 
stores. We doubt ■whether these special restrictions by rule 
are necessary in addition to the general power of superin- 
tendence, direction and control. Eule 8 (a) and (b) deals 
with minor matters which might be left to the Government 
of India. Eule 8 (c) deals -with the Governor General’s 
amenities, staff, household and contract aUowanees, etc. 
There may be some advantage in reser’nng the control in 
these Iasi mentioned matters for an outside authority, but 
apart from this possible exception and the retention of rule 1 
relating to the ser-pices, all the restrictions in the central audit 
resolution might be removed. 

(d) Secretary^ of State’s Goimcil. — We deal elsewhere 
with the constitutional position of the Secretary of State’s 
Council and will merely add here that we regard it as im- 
portant, not that there should be financial control by the 
Council — ^indeed we are recommending the abolition of the 
financial ^-eto by the Council — but that the Secretary of 
State should have at his disposal the best financial advice 
available in the City. This is a subject which requires 
further discussion, but we need say no more for our present 
purpose. 

(e) General spirit of relations ivifJi the Secretary of 
State. — 'Wq may perhaps with advantage sum up our views 
as to what henceforth should become the relations between 
the Secretary of State and the Government of India in finan- 
cial matters. 

We consider that, whatever the immediate constitutional 
changes may be, a stage has been reached now when the 
main direction of financial policy must definitely be regarded 
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sphere the demand for a further advance is keen, and 
-unless in this region some transfer of power proves' feasible, 
it will not be possible to satisfy Indian a-spirations. The 
question to what extent power can be transferred, tlierefore, 
is of great significance and must be fully considered. We 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real diffi- 
culties to be overcome which cannot be ignored or brushed 
aside. Most of the subjects which require mention are under 
the administration of the Commerce Department, but we shall 
refer also to cognate subjects, which are at present controlled 
by other xlepartments of Govermnent. 

183. The customs tariff. — The most powerful instrument 
which a Government desirous of pursuing an active programme 
of industrial development can employ is the customs tariff. 
But the tariff has a dual aspect, for while tariff policy exer- 
cises a decisive infiuenee on the economic and industrial life 
of tire country, the Government of India must look to the 
tariff as the principal source of their revenues. Revenue 
considerations, therefore, must play a large part in shaping 
tariff policy. Again, tariff policy may have international 
•reactions, or may raise questions between India and other 
parts of the Empire, and Parliament must necessarily retain 
control in the sphei'e of external relations. For tlie pre- 
sent, therefore, two linntations on India’s complete control 
of the tariff are inevitalile. Of these, the financial limita- 
tion is inherent in the facts, and a finance minister resjjou- 
sible to the Indijin legislature, no less than an official finance 
member, would necessarily regard tlie tariff from a point 
of view by no means identical with that of tlie memlmr or 
irdnister in charge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenue. 
But even during the period within which, for the reasons 
adduced in paragTapb 3.78, the control of the Finance De- 
partment might remain in official hands, the finaiicial con- 
siderations need not prevent substantial progress in the 
direction which Indian opinion favours. The second limita- 
tion is not likely to involve constant interference, but is con- 
sistent with the grant of considerable latitude to the Govern- 
ment of India and its representatives, when commercial 
negotiations have to be undertaken either with foreign coun- 
tries or with other parts of the British Commonwealth. So 
far as Greal Britain itself is eoncenied, control might reason- 
ably be exercised to secure for British goods most favourec 
nation tariff treatment, but it would be for the Indian Gov 
emment and legislature of the future to decide all quest! 
of preferential rates of duty. Other countries within 
Empire do not necessarily extend most favoured nation treat-: 
pent to Indian goods, and subject only to the sreneral snmriv 
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Tisioa of the Secretary of State, the authorities iu India 
should be free to deal %¥ith each case as it arose. Apart from 
the two limitations we have mentioned in the spheres of 
fiuaace and external relations, we contemplate that there 
should be no outside interference with India’s management 
of her customs taritf, and we believe that a wide field will 
be opened up vdthin which Indian members of the Govern- 
ment will be able to give effect to India’s desires. 

184. Discrimination against British business.— We have 
referred in an earlier paragrapli to the necessity of devising 
efieedve guaranteeSj which v/ould secure British firms 
and companies doing business in India against un- 
fair _ discrimination. The apprehensions felt by the 
British business community arise chiefly in connec- 
tion with the laws relating to joint stock companies 
generally, and to insurance and banking companies in parti- 
’ onlar, the laws relating to merchant shipping and inland navi- 
gation, the policy v^hich might be pursued in the development 
' of industries hy ' means of bounties or direct State assist- 
ance of other kinds, the position of pubhe utility companies,, 
such as railways, tramways and electric supply companies 
, operating under licence or under contract with the Secretary 
of State, and of the holders of mining leases granted by 
‘ Government, and the security of those engaged in profes- 
sicns and callings for which special qualifications are re- 
iquired, such as those of doctors, chartered accountants and 
lawyers. The field covered is a wdde one, and includes many 
' subjects of first class importance to India’s economic future. 
We believe that if once agreement could be reached as to the 
, position of British enterprise in India, _ and if by that means 
the apprehensions of the European business community could 
be removed, there is no reason why the control of policy 
should not pass into Indian hands, and in that case the occa- 
sions for interference hy the representatives of Parliament 
. would be verj" infrequent. The problem is to devise means 
by which India’s reasonable aspirations can be satisfied with- 
out injustice to those British trading interests which have 
. contributed much to India’s past histoiT, and which, we 
believe, have a valuable part to play in India’s future. The 
■ question is both important and difficult, for while we cannot 
Wfl^pathize with the earnest desire of Indians to see their 
countrymen taking an increasing share in the commercial 
and industrial life of the country, we must also take account 
of the anxiety with which European business men regard the 
future after the transfer of power has taken place, and in so 
far as this anxiety ma 3 ^ seem to be well founded, we are con- 
cerned to provide safeguards against injustice. We_ could 
not in the s'paee at our disposal attempt to discuss in any 
great detail the various subjects which would require coMi- 
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deration before any settlement could be reacted, nor indeed 
is it necessary to do so for our present purpose. But it may 
be useful if under the various beads we attempt to indicate 
tbe apprehensions wbieb are felt and the reasons underlying 
them. 

185. Qualifications for the practice of certain callings.-— 
Some of the subjects to which we have referred can be dis- 
missed briefly. The qualifications required for the practice 
of certain professions or callings may be mentioned first. 
A chartered accountant, for example, may be qualified under 
the existing law to practise his profession in India in virtxie 
of the -British qualification which he possesses. It should 

. certainly be open to the legislature to prescribe what quali- 
fications would be necessary for the future, and to require 
that these qualifications should be the same for all candi- 
dates of any nationality, but apprehensions are undoubtedly 
felt that the legislation might take a form, which would , 
deprive those qualified under the existing law of the privileges 
which they enjoy. We do not think that on this point there 
will be any serious controversy, but legislation of the kind 
apprehended would obviously be unjust. 

186. Public utility undertakings. — ^Next in order it inay 

be convenient to take public utility undertakings, operating 
under licences from Q-overnment or under contracts with the ; 
Secretary of State, and the companies or firms holing niining ' 
leases from Government. Ordinarily both the licences apd' 
the contracts give an option to Government to decide, at ; 
fixed periods, whether the concession should be ternainated, * 
and lay down the terms upon which, if the option is exercised, | 
the property of the company must be acquired. Similarly, | 
mining leases are granted for fixed periods, at the end of > 
which they terminate, if not renewed. Save in so far as '' 
financial considerations may have an important bearing on* 
the decision whether to terminate a concession or not, we 
see no reason for the exercise of any special powers of control - 
by the agents of Parliament, when the termination of a con- 
cession at the appointed date is in question. But apprehen- ^ 
sions are in fact felt by the non-Indian companies, who have : 
received these concessions, that either the pow^’ers (other 
than the power of termination) reserved to Government under 
the licence or contract may be exercised to their detriment, 
or that by legislation a concession may be terminated before 
its due date, or alternatively that the terms of a concession: 
may be modified during its currency to the detriment of the; 
company. We entertain no doubt that power should be re*' : 
served to secure just and equitable treatment in this resp4i« 
for firms and companies concerned, if the occasion for its 
exercise should ever arise.' ‘ -■'■P- 

' 'f.' 
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traffic to vessels owned and managed by Indians. The object 
sought to be attained is the development of an Indian- 
mercantile marine, but the method "proposed to be adopted is- 
the exclusion from the trade of all non-Indian companies. 

188. Indian feeling that existence of British enterprises 
blocks advance. — ^We have said enough perhaps to make it 
clear that the apprehensions of the European business com- 
munity are not without substantial foundation. During the , 
last ten years, in one branch of commerce and industry after 
another, the emdence has been unmistakable that _ important 
sections of Indian opinion desire to secure the rapid develop- 
ment of Indian enterprises, at the expense of what British 
firms have laboriously built up over a long series of years^ 
There is nothing surprising in the fact that national 
consciousness should thus have found expression. Indians 
who desire to see the growth of Indian banking, Indian 
insurance, Indian merchant shipping, or Indian industries 
find themselves faced by the long-established British con- 
cerns whoso experience and accumulated resources render 
them formidable competitors. In these circumstances, it m.ay 
seem to them that the ground is already occupied* and that 
there can be no. room for the growth of Indian commerce and 
industry until the British firms which are already in the 
field can be cleared out of the way. But, however natural 
such "feelings may he, they might lead, if allowed free scope^ 
to seiuous injustice, and partly as a consequence of this 
and partly for other reasons they are fraught with grave 
danger to the political and economic future of India. "We 
feel red axjprehension as to the consequences which may 
ensue, if the present attitude of mutual suspicion and embit- 
termeut is allowed to continue and to grow worse. For this 
reason we I'egard it as of high importance that the attempt 
should be made now to arrive at a settlement which both 
parties can honourably accept. So long as the power to- 
dii'cet policy in the economic sphere rests with the agents 
of Parliament, it will be impossible, we fear, to combat the 
.suspicion, however unjust, that the interests of British trade . 
weigh more with the Government than the interests of India. 
In itself Ave regard this as a cogent reason why cormnercial 
subjects should in future be administered in accordance with 
- tlie vieAvs of the le^slature. But equally, if the transfer of 
power Avere to take place before means had been found to 
allay the reasonable misgivings of British business men, the 
consequences mnst.be .grave. In the last resort no doubt 
overriding powers would have to be reserved to -the agents 
of Parliament to interfere in order to prevent injustice and 
to secure fair treatment;. But if,_as Ave fear in defaglt- nf ' 
.agreement might be the ease, occasions for interference were 
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frequent, tlie friction generated would be intense and the 
harmonious working of the administration seriously preju- 
diced. 

189. Necessity of doing justice to both British and Indian 
points of view. — If agreement is ever to be reached, full 
justice must be done both to the British and the Indian 
points of vieAv. The differences which have disclosed them- 
selves relate not to aims but to methods. We do not believe 
that the British community in India haA^e any lack of sym- 
pathy for Indian ambitions, or any desire to retard the deve- 
lopment of Indian industry and commerce. But AA'hat has 
aroused their fears is the tendency displayed in certain 
quarters to advocate measures designed to secure the rapid 
dcA'clopment of Indian enterprises at the expense of the 
British concerns already established in the country. Pro- 
posals such as we have described in paragraph 187 cannot 
but convey the impression to the British business community 
that, if commercial policy came to be administered in respon- 
sibility to the Indian legislature, they would have no security 
of equal treatment, that they wonld ho left to carry on their 
business only on sufferance, and that indeed they might ex- 
pect to be treated in all respects as foreigners.^ Sueh_ a 
position ibey may well feel, apart from any question of jus- 
tice, is consistent neither Avith the part which the community 
has played in the development of the country, nor with the 
intimate lelations Avhich must continue to exist, between 
(Ireat Britain and India, But if once they could foe assured 
that an Indian Government would treat them not ns aliens- 
but as citizens, we do not doubt that they Avould play a 
worthy part in the commercial life of the eountryj and that as 
time went cm their co-operation in furthering the attainmeut 
of the objects which India desires would be forthcoming in 
increasing measure. 

From the Indiaif side, the objection may be raised 
that, if the interests of British concerns are to be fully safe- 
guarded, no room is left for the development of Indian com- 
; merce and industry. Where feelings of this sort are in fact 
, .scaiertamed, we think they are largely due to a misconcoptioji. 

"i - l^r ohe thing they do much less than justice to the develop- 
ments Avhich'have already taken place, particularly, to give only 
one instance, in the cotton mill industry. Again, if the control 
of the tarifi- is placed in the hands of the Indian legislature, 
it Avill control the . most powerful instrument which can be ' 
used to promote industriab development. With eertain ex- 
ceptions, the principal British firms.^ established in the country 
ii' for the most part engaged ihyi™terpiris.es,, su;ehj as the 
4 ;3hie mills and the tea gardens, wMcb. ^dreyaq^ cqine 
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■vsithin the scope of any protective policy, and Indian com- 
pajiies eonld hope to start nnhandicapped by the competi- 
tion of established British concerns. Another point to be 
remembered is that enterprises, at present British, may in 
the ordinary course of events and owing to natural causes, 
pass into Indian hands, as has already happened on more 
than one occasion. Apart from actual transfers of owner- 
ship, we do not doubt that British undertakings will in 
futur*e find it to their advantage to go a long way in the direc- 
tion of Indianizatioiij by providing facilities for the training: 
of ludians, by enlisting the support of Indian capital to the- 
largest extent practicable, and by the appointment of Indian 
directors to companies registered in India, or by the appoint- 
ment of local boards containing Indians, if the company is 
registered outside India. Many British firms, both in India 
and in other countries, have adopted this policy in the past, 
but they would no doubt feel that there is a wide difference 
between a process which comes about through natural causes 
and one which is artificiaHy and arbitrarily imposed by gov- 
. ernmental action. Finally,’ there are methods by which Indian 
aspirations could be satisfied without inflicting injustice. 
Thus, for example, when it is proposed that direct State- 
assistance should be given for the encouragement of indus- 
ti'ies, it would b-e perfectly open to the Government to . attach 
conditioiis as to Indianization, in the case of all firms who 
may apply for assistance but were not already engaged in the 
business at the time the scheme of assistance was sanctioned. 
This was the 3’eeommendation in 1925 of the External Capital 
Committee, of which two Members of the Government of 
India were members, and both before and after the submis- 
sion of the Committee’s report, action in this sense has heen 
taken as, for example, in the Steel Industry (Protection! 
Act of 3924. No one, we think, could fairly claim that the dis- 
cretion of the legislature should be fettered, except to the 
extent necessary to secure justice to those firms which had 
already established themselves in the coiintry. As a finaS 
example of what is in our minds, we may refer again to the 
inland steamship companies. It might be considered desirable 
on public grounds that the inland steamship se^s^ices should 
he brought under public control as part of the gonoi-al 
transport system of the country, and administered in close 
connection with the railways. In such an event, all that the 
existing companies could fairly claim would be that they 
shouM not without compensation be deprived of their exist- 
ing right to operate their services and that the compensa- 
tion to be paid should be determined by an independent 
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tribunal. 



190. Desirability of agreement; — We have attempted by 
iHustration to indicate the lines on which British and Indiai 
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opinion might he brought together, but it is not possible at 
this stage to go further. In our view, the, matter is one winch 
requires full and frank discussion between those principally 
concerned, and we have no doubt it will receive close atten- 
tion at the Eound Table Oonference. There are of eourp 
many points which would require consideration in detail, 
and it may not be possible for the Oonference to examine 
them fully, but if the prospects of agreement seemed good, 
they might suitably form the subject of further discussion 
either in India or in England. The essential pre-requisite 
of a satisfactory agreement seems to us to be the franlc re- 
cognition on either side of what the other can reasonably 
claim. The British business community has played an im- 
portant part in the history of the country, it controls commer- 
cial enterprises of the greatest magnitude, its elected repre- 
sentatives sit, and will no doubt continue to sit, in the legisla- 
tures; it can still make valuable contributions to the welfare and 
prosperity of India, and its members may rightly expect that 
they should not be treated as foreigners. We have already 
referred to the intimate connection which must continuo to 
exist between Great Britain and India, and it seems to ns 
to follow that, subject always to India’s right to receive reci- 
procal treatment, citizens of any part of the Empire shoiild 
be allowed to enter India freely, to engage freely in any 
trade, business, profession or calling, and when established 
in India, to receive .just treatment, From India’s side it 
may well be urged that she should be free to develop her own 
industry and commerce by any means which do not inflict 
injustice on any section of the community, and do not 
involve the exclusion of British citizens from partici- 
pation in India’s future development. A further claim might 
also be put forw’ard on her behalf. There are enterprises 
which Indians regard as national, and which at present are 
mainly or v-bolly in British hands. It would he idle to expect 
that they would he content for an indefinite period to remain 
without their appropriate share in the conduct of these enter- 
prises, and if the methods at first proposed in order to satis- 

a 'ndian hopes must be. ruled out because they involve in- 
ice, or are inconsistent . with the position whicli Great 
■ Britain holds in India, Indians may fairly ask that the British 
business community should co-operate in finding other 
methods to bring about the desired result. 

Tbe possibility of reaching an agreement on these 
difficult matters depends largely upon the spirit in which 
tliey are approached. Notwithstanding the unfortunate 
history of the last few months, we believe that there is suffi- 
cient goodwill on both sides to pyercome the diSiculties,-if 
they are frankly faced. The importance of reaching a per- 
'^jient settlement of the questibn ean hardly be exaggerated. 



168 



More perhaps than any other single factor, it would help 
to create harmonious relations between Glreat Britain and 
India, on the strength, of which we could look forward with 
confidence to a future in which Indian and British enterprises 
eould work together on terms of mutual advantage and 
respect. 

EAILWAYS. 

191, Administration of the Railway Department.— The 
commercial and industrial prosperity of any country is 
largely dependent on the efficiency of its transport systein, 
ancl particularly of its railways.’ In India the distances 
are so great that low freights are essential to the growth of 
industi'ies, as well as to the welfare of the agriculturist, while 
at the same time, the railways are by far the largest pur- 
chasers of manufactured articles in the country, and the rail- 
way demand is a vital factor in the prosperity of the engi- 
neering industry. In these circumstances it is natural that ■ 
those Avho desire freedom to develop Indian industry and 
commerce on national lines, should also put forward an in- 
sistent demand in regard to the railways. In our view t>ie 
demand is one which should be met as far as possible, and we 
think that if in the future the control of commercial and in- 
dustrial policy is to rest with the Indian legislature, the 
general direction of railway policy should be placed j 
in the same hands. It becomes necessary therefore, t« . 
consider both the limitations which, for the present, Parlia- 
ment might think fit to retain in order to safeguard those mat- 
ters in which it is interested, and also the conditions under 
which the control of policy could safely be ti’ansferred. The 
latter point is one to which we attach great importance, for 
while in all countries railway policy is a matter for G-overn- 
ment and the legislature to decide, it by no means follows that 
the commercial management of railways can be wisely or 
safely exercised by those whom the legislature directly 
controls. 

192. Purposes for which Parliament must retain 
control. — The purposes in which Parliament must, we thinlf, 
continue to be interested so far as the railways are concerned 
fall under the heads of Defence, Finance, the Services, and the 
Anglo-Indian community. 

Defence . — Those who are responsible for the defence 
and internal security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a crisis. 
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as to the adequacy of the equipment of the linos and of their 
standard of maintenance, and as to the efficiency of the traffic . 
an*angements. ' ■ 

S’inance . — Under the liead Finance, account snust be 
taken of the_ enormous capital sums (largely raised in Great 
Britain) which have been invested in the railways. It is 
true that the security on which the loans were raised was not 
the railway revenues alone, bjit the whole of the revenues 
of the Government of India. If, however, the railways were 
unable to earn their interest charges, it is much to be feared 
that the burden woxdd be too heavy for the Government of 
India to meet, and the solvency of the railways is theu-efore 
an interest which Parliament is bound to safeguard. Tlu‘re 
is another point at which the connection between the railways 
and the Finance Department is close and intimate, for the 
raising of capital for railway development must both rexict, 
and_ he dependent, on the general credit of the Goveiaiment of 
India and its financial circumstances from time to time. Wbe- 
ther_ the connection could he rendered less direct and im- 
mediate by proceeding further with the separation of railway- 
finance is a question which should he explored, hut under 
existing conditions the Finance De-partment is most intimately 
concerned in many questions of railway policy. 

Services . — Under the head Services, several points re- 
quire notice. In the railway services, as in others, the exist- 
ing and accruing rights of officers appointed by the Secretary 
of State must be safeguarded, and it -will he important 
also to ensure that a large number of the senior officers do 
not quit the service prematurely. Indianization is now going 
forward rapidly, the rate of Indian recruitment for the 
superior services being 75 per cent., and we have no desire 
to retard the process ; but the possibility of efficient ad- 
ministration depends on the retention of the existing senior 
officers until Indians are in a position to replace them^ 
Finally, questions may arise as to the percentage of European 
recruitment, which for the future may be deemed necessary 
on ixiilitary grounds. 

The Anglo-Indian community . — The Anglo-Indian com- 
munity lias in the past rendered very important services to 
the railways and still holds a large number of posts in parti- 
cular branches of railway work. The economic life of the 
community is indeed to a large extent dependent on the oppor- 
tunities of employment which the railways offer, and its mem- 
bers are gravely apprehensive of what may occur, if and 
when any change takes place in the present system of 
administration and control. In -view of. the history of -the 
comimanity, a special obligation, -we -think, rests upon Parlia- 
ment, before relaxing its o-wn control, to ensure, as far as 
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may be practicable, that the interests of the Anglo-Indian 
comnninity are protected. 

193. Necessity of separating commercial management 
from Section of policy. — ^Before explaining how we think the 
purposes of Parliament may best be safeguarded, we must 
^ turn to the question to which we made brief allusion at the end 
of paragraph 191. The experience of many countries has 
shown the disadvantage of subjecting the administration of 
State-owned railways to the close and detailed scrutiny of a 
popular legislature, which concerns itself not only with broad 
questions of policy but also with administrative practice in all 
its ramifications. Under the present constitution, the legisla- 
ture can exert considerable influence on the railway adminis- 
tration, and the dangers to be apprehended are already becom- 
ing evident. We can find no reason for thinking that the 
difficulties in India would be less than they have been found 
elsewhere, and we have no doubt that a continuance of 
the present system, under which the railways are directly 
administered by a branch of the executive G-ovemment, would, 
as soon as the legislature was in a position to assert its autho- 
rity, develop tendencies leading directly to inefficiency and 
ultimately endangering the financial results of railway work- 
ing. The member of an official Government not responsible 
to the legislature is in a position to resist these tendencies 
when they threaten to work serious harm, but when a member 
or minister must work in harmony with the legislature, if he 
fs to retain his position, the pressure may become irresistible. 
It seems to us clear that there can be no material change in 
the control of railway policy in railway matter.^, until a 
system of administration has been set up which, while leaving 
to Government and the legislature the control of broad ques- 
tions of policy, would locate the commercial management else- 
where. 

A change in the system of administration seems to ns 
necessary for another reason. The solvency of the Indiah 
railway S 5 ''stem and its efficient wi-orking are matters in which 
Parliament is interested both on financial and military 
grounds, but it does not seem to us practicable to secure these 
intei'csts by attempting to control the day- to day administra- 
tion of the department. If an elected member of the Govern- 
ment replaced the present official member and became respon^i 
sible for the commercial management of the railways as well 
as for the direction of policy, he might often be led, under 
pressure from_ the legislature, to initiate action which th© 
agents of Parliament felt to be dangerous both to solvency and 
efficiency. They would then be faced by the choice between, 
two alternatives. On the one hand frequent interferen©© 
would _ he most prejudicial to the smooth working , of the 
administration, while on the other continued acquiescence 
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■vrould tend to render nugatory the powers which Parliament 
desired to retain. In these cirenmstanees, we are forced to 
the conclusion that, if the purposes of Parliament are to he 
secured, this can be done only by modifying the synstem of 
administration, and not by an attempt at detailed control, 
which would be foredoomed to failure. 

194. Proposed statutory railway authority. — We can 

desciibe tlie scheme which we contemplate only in the broad- 
est outline. An authority for the administration of the rail-* 
ways should, we think, be set up by Statute. The Act would, 
of course, provide for the constitution and powers of the 
authority', and for the powers of control to be reserved to the 
Government of India. Prom the outset the authority 8h<tuld 
include Indian members. It would, we think, be desirable to 
make statutory provision for the general principles in 
accordance with which the railways should be administered, 
especially on the financial side, as for example, the 
manner in which the allocations for depreciation should 
be calculated, the constitution of the reserve fund and the 
purposes for which it should be used, trnd the amount 
of the contribution to general revenues. The control of 
policy in all important matters would remain with the 
Government of India and the central legislature, but it 
would be important to leave the statutory authority free to 
act without interference in the detailed arrangements it might 
make to carry out the policies laid down. Much will depend 
on the precision with which from the outset the powers to be 
exercised respectively by’' the authority and by the Govern- 
ment of India can be defined. But we cannot attempt at 
this stage to indicate what these powers should be. The ques- 
tion requires full investigation in order that the largest pos- 
sible advantage may be derived from the experience of other 
countries where the State management of railways has led to 
difiieultiel 

195. Necessity for enquiry. — ^It will be obvious that 
it would be impossible to devise a satisfactory scheme 
of administration without a detailed enquiry by a committee 
or conamission. Such an enquiry should, we tliink, be in- 
stituted as soon as possible. It would be the duty of the 
investigating body to make recommendations as to the maimer 
in which the authority should be constituted, the powers it 
should exercise, the matters for which provision should be 
made in the Act setting up the authority, the control to be 
reserved to tbe Government of India,, and the powers to be 
reserved to the Secretary of State in order to safeguard the 
purposes of Parliament. A complete enumeration of the 
matters to be examined we cannot of course attempti 
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but they should certaMj' include the subjects specified 
in paragraph 192 above. There is one other matter of 
great importance. The existence in India, side by side, of 
State-owned and managed railways and railways owned by 
the State but managed by sterling companies domiciled in 
England, makes it peculiarly difficult to devise a satisfactory 
scheme for setting up a statutory railway authority for the 
administration of the railways. The contracts of the com- 
pany-managed railways are with the Secretary of State, and 
though the Government of India exercises by delegation many 
of the powers reserved by the contracts to the Secretary of 
State, the ultimate control rests entirely in his hands, 
and the companies, by reason of their domicile, have direct 
access to him. It will be necessary for those making the 
enquiry to examine the question closely, and to consider how 
far the powers of the Secretary of State under the contracts 
should he exercised by the statutory railway authority, and 
in what matters the Secretary of State himself should reserve 
control. Their task will he extremely complex and difficult, 
but we have no doubt that the difficulties must be faced. It 
is our desire to see the directioii of railway policy placed in 
the hands of popular ministers, but it seems to us an indis- 
pensable preliminary that a system of administration should 
first he established, vdiieh mil provide for the efficient 
commercial management of the railways, and will also to a 
large extent safeguard the purposes of Parliament and avoid 
the necessitv for detailed control. 


196. Method of legislation. — Before any scheme for 
establishing a statutory authority to administer the railways 
is adopted, it would he necessary that Indian opinion should ‘ 
have full opportunity of expression, and any commission 
or committee which may be set up to consider the 
question should of course include representatives of Indiaa 
opiruon as well as the necessary financial and railway 
experts. These enquiries must take time, and since it is 
desirable that the new system of administration should be 
ready to, function by the date on which the new constitution 
conies into force, it is evident that special steps will be 
necessary in order to expedite the procedure. We should 
propose that, following the South African precedent, pro- 
vision should he made in the constitution for the establish- 
ment of the railway authority by the insertion of a section 
in the Government of India Act, the detailed provisions 
necessary being included in rules made under the Act, 
These rules might be subject to modification by the Indian 
legislature .after the lapse of a sufficient period to enable the 
new authority to establish its position and all concerned to 
gain experieiice of the. working of the new system. 
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EXTERNAL AFFAIRS. 

197. In the immediately preceding sections we have been 
concerned to develop our suggestions for the general stinieture 
of government at the centre, according as they have applica- 
tion to particular departments. We now turn to India’s 
external relations in which several departments are concerned. 
The problems which <nise have not fallen within the scope 
of the proposals of the Indian Statutory Commission, perhaps 
because no definite constitutional provisions appeared to be 
required in the structure which they contemplate. But the 
demand of Indian opinion, which ive have described as 
directed to obtain self-government at home and national 
recognition abroad, leads us to consider to what extent the 
central executive which we contemplate might be concerned 
with the external relations of India with the other parts of 
the Empire and with foreign countries. 

The existing jjosition has been described in the memo- 
randum wliich we submitted to the Indian Statutory Commis- 
sion on the status and position of India in the British Empire 
and in the India Office memorandum on the international 
status of India. It is beyond doubt that there has so far 
been no delegation of authority to the Government of India 
in regard to external matters. As regards commercial agree- 
ments with foreign countries she has not the power which the 
Dominions have to enter into direct negotiations. The Gov- 
ernment of India Act restricts the power of the Governor 
General in Council to make political treaties and forbids the 
Indian legislature, without the pxnvious sauetioii of the 
Governor General, to legislate regarding the relations of Gov- 
ernment with foreign Princes or States. We do not contem- 
plate that in present circumstances the Government of India 
could have a decisive concern with those, foreign rela- 
tions wffiieh closel}^ overlie the right to make war and peace. 
On first class questions of foreign and Imperial policy 
independent action hy India is not yet within the realm 
of practical polities. India is indeed more continuously and 
practically concerned with foreign policy particularly in the 
Middle East than any of the self-governing Dominions. But 
whatever may be the degree of consultation with the Govern- 
ment of India, and whatever the agency functions which that 
Government may perform, the decisions must still remain 
with His Majesty’s Government, Nevertheless, there is a 
large range of external relations wiiich may conveniently be so 
classed in distinction from foreign affairs, and in wffiich we 
see scope for an increasing reco^ition of the individuality 
of India among the nations of the world. It may well he 
that if the purposes of Parliament are defined, as we propose, 
the Government of India may enjoy ec^siderable liberty in 
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matters sucli as commercial treaties, and the treatment of 
Indians overseas. We make no precise proposals in tliis 
regard for, whether onr relations he with countries within or 
outside the Empire, -we consider that the functions of the 
Government of India must develop hy agi-eement and con- 
vention rather than by the enactment of constitutional pro- 
vision. It is by the growth of understandings and conven- 
tions and not by provisions of positive law that the Domi- 
nions have attained their present position. These are the 
lines on which India’s authority over her own external 
affairs must grow. Such a development not only postulates 
an alteration in the constitution of the Government of India 
which would confer upon it a distinct individuality for 
domestic purposes, but is also its necessary complement 
if the aspirations of India for a reco^ition of its status 
at home and abroad are to be satisfied. The Indian 
Statutory Oommission have taken the first step in this 
direction, by recommending that in future the Governor 
General, and not the Orpwn, should appoint the members 
of the central executive, and in earlier paragraphs we 
have sought to describe what appeared to us to be the 
implication of such a change. If, in addition, India by 
convention were authorized to negotiate and conclude 
agreements with other countries mthin the Empire and 
even vuth foreign nations her feet would be set firmly upon 
the path along which the Dominions have preceded her, 

EELATIONS BETWEEN CENTRE AND PROVINCES. 

198. Principles of cla.ssifiGation. — ^Before we leave the 
discussion of constitutional machinery in the provincial and 
central spheres, it will be convenient to say something upon 
the degree and method of adjustment that their mutual 
relations are likely to require. The Indian Statutory 
Commission conclude* their chapter on the relations between 
the centre and provinces, with a consideration of the distribu- 
tion of administrative responsibility. In an earlier chapter 
on the provincial legislature, they statef their conclusions 
regarding the distribution of subjects of legislation between 
the central and the provincial legislatures. Sir Walter 
Layton’s scheme similarly makes a distribution in the 
financial field. It will be convenient if we deal in one place 
with these questions of jurisdiction, and with the further 
question of bow far provincial jurisdictions may be sub- 
ordinate to or correlated with central authority. We are 
here in a field within which final dispositions oanmot now 
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be made. The ultimate form of the constitution cannot 
yet be settled, or even be predicted with confidence. We 
need not, therefore, on merely theoretical grounds radically 
disturb arra7igements which have in the past proved satis- 
factory. “ It is, nevertheless ”, as the Commission observe,* 
“ important to devise the immediate structure in such a 
way as to avoid placing any unnecessary obstacles in 
the way of any natural future developments Con- 
siderations of that nature, we presume, led the Commission 
to leave intact, save for a few matters of detail, the 
existing distribution of legislative and administrative 
authority, and to maintain, f as we understand them to intend, 
the present practice of deciding .such questions by rule. 
We presume also that the Commission do not accept the 
proposal that “ residuarj’' functions ” should be provincial. 
In our view it is not improbable that the ultimate solution 
of the problem of jurisdictions may be the provinoialization 
of residuary functions, but we do not feel sure that the 
conditions are yet prepared for a decision of this very 
important point in the fjiture federal constitution of India. 
Two local Governments have advocated that residuary 
powers should rest with the provinces and not with the 
centre, and apparently contemplate that a final and rigid 
classification of that nature should be made. One of our 
number would prefer to put that arrangement in a some- 
what more elastic form, making statutory provision that 
any matter which is not already specified under the existing 
rules, should bo assumed to fall within the jurisdiction of 
* the local Government, and that in case it is claimed to be 
within the jurisdiction of the central Government, the 
matter should be decided by the Governor General. It is 
felt that, in view of the grant of autonomy to provinces 
and the desire to let provinces develop on autonomous 
and federal lines, this is the natural course to adopt. 
It does not in any way commit the centre to any parti- 
cular constitution in future, while it enables the central 
G-overnment to bring the matter within its own juris, diction 
if it really finds it necessary to do so. Others, however, feel 
that so grave a decision cannot be taken at once. In their 
view it would be premature to entrust to local Governments, 
now to be equipped with untried machinery, all functions of 
government other than those specifically assigned to the 
central Government. Such a decision could be taken only on 
theoretical grounds and might have inconvenient con- 
sequences. It might, for instance, be argued that, if the 
functions, of the central Government alone were exhaustively 
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prescribed, the onus of proving that any action taken was 
intra vires Avonld rest on it alone. Such a position might 
derogate from the vigour of central administration, and 
might have the effect of impairing the libei-ty of the 
Governor General to be the interpreter of this portion of 
the eonstiturion. It seems probable that a scheme of ex- 
tlnsive jurisdictions could not be worked until the inter- 
pretation of the constitution is entrusted almost entirely 
to judicial authority, and for that development, othei' 
objections apart, conditions are far from ripe. The question 
is at present largely one of status which may await decision 
till the new responsible Governments in prownces have proved 
themselves. So far as it is a matter of efficiency of govern- 
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functions, which Govei-nment m 
future may have to assume but cannot at present foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now afford, to extend the provincial 
field as new activities of government develop rather than to 
be driven to devise means of assuming these activities to- 
the central Government, as occasion later may arise, from 
among undefined jurisdictions allotted on general grounds to- 
provinces. 

Holding these views, we are in general agreement with 
what we take to be the recommendation of the Commission 
that the classification of subjects should continue to be 
regulated by rule. We recognize that* ^ changes in the rules 
may be necessary from time to time ”, and we see in that 
necessity good ground for avoiding the rigidity of. statutory 
enactment. 

199. Legislative jurisdictions.— Legislative jurisdictions, 
must indeed rest on enactment, but we share the strong desire 
of the Commissiont “ to see maintained- the provisions of 
the existing Act These provisions establish a certain con- 
currence of jurisdictions, kept apart by a necessity imposed 
on both central and provincial authorities of obtaining the- 
previous sanction of the Governor General, before the classi- 
fication of subjects made by rule is transgressed. In effect, 
they protect legislation,, provincial or central, from undue 
challenge of its validity, but provide for selection of the 
forum in which proposals may be debated and enacted. The 
Commission find these provisions to be “ ingenious and 
effective ”. We believe them to be well-suited to the condi- 
tions of the country, and to have proved generally acceptable. 
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It is, however, possible to attack them on the grounds that the 
classification of subjects requires revision, and that the 
machinery of previous sanction is capable of improvement. 
In the first regard, the Commission reject* “ any alteration 
of the lav/ which would restrict the range of the legislative 
power of tlxe centre They look rather to a freer use of 
the Go-^^eruor General’s power to permit provincial legisla- 
tures to ujidertake legislation on subjects technically central, 
and to a self-denying practice whereby the central legislatxire 
would make its enactments on such matters as social and 
religious customs adoptive or enabling. We think that these 
are lines which practice may be expected and should be 
encouraged to purs,ue. But we observe that two local Govern- 
ments would rnake more rigid provision. The Go'vern- 
ment of Madras! would remove it from the power of the 
central legislature to legislate for matters which concern one 
province alone. The suggestion does not, so far as we are 
aware, proceed on any ground of complaint in the past, and 
we are reluctant to introduce into an already intricate 
system complications which necessity does not require. There 
is much in the suggestion as made wliich we could not accept. 
We could not accept it as a denial to the central legislature 
of a right to legislate on its own subjects of administration, 
if necessary, province by province, or, for instance, 
for individual ports or universities. Nor could we at once 
agree that certain provincial subjects should not be “ subject 
to legislation by the Indian legislature” as, they are at 
present. But if the Government of Madras desire that the 
central legislature sliould not legislate for provincial subjects, 
whose administration has no extra-provincial effects, we 
would expect that the result of such a provision would be 
little different from that produced by the present provisions 
for previous sanction to central legislation. 

The suggestion of the Government of the IJnited Pro- 
vijaces is of the nature of a cheek to be operated at pleasure 
by the local legislature. It is proposed that the local legisla- 
ture should be empowered to require the central legislature 
;fe) give to its legislation, affecting social and religious usages, 
•hn enabling form. It would be for the. Governor General to 
decide when such a power became,; oTJerative, bv declaring 
whether the proposed legislation actually affected social and 
religious usages or not. We are iii sj’mpathy, as were the •Com- 
mission, with the desire that amendments of social and 
. I'eligious usage should be left uicreasingly to local legislatiires. 

' But we would, not readily agree that all amendmenls 
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ehould necessarily he so left, nor that the mechanism to secure 
provincial interests should be a provincial power of control 
over the centre. Measures of this kind would require the 
previous sanction of the Governor General before introduc- 
tion into the Legislative Assembly, and are not now in 
practice taken into consideration tili local Governments have 
been fully consulted. It would, we thinlr, be adequate if a 
practice were established that such consultation invariably 
preceded the grant of previous sanction. But we would see 
inconvenience in a provincial power to revise the grant of 
previous sanction, or to sit in consideration of a "measure 
under discussion in the Assembly, and to intervene at any 
stage, even the latest, of that discussion. We would our- 
selves trust to the recommendations, which the Commission 
have made, to secure d’uc eonsideratioii of provincial iutei-ests. 


■1 
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_ The second ground on_ which the present system may be 
icritieized is that the necessity for obtaining previous sanction 
to provincial legislation causes inconvenience and delay. 
Criticisms, of this nature were made in the earlier period of 
the reformed regime, _ when the operation of the law of sanc- 
tion was attended -with some friction. That friction is now 
largely a thing of the past, and it is questionable whether any 
euhstantial practical benefit would ensue from a modification 
of the existing provisions. Nevertheless we would accept 
the suggestion of the Government of Bombay*, whereby a 
discretion would be taken to mitigate by rule the rigidity of 
the present law. 
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200. Administrative and financial jurisdictions.— The 
pj-eseiit distribution of administrative responsibility is com- 
mended by the Commission as generally satisfactory. We 
agree, and find support for the same coneiusio 3 i in the 
views which the provincial Governments have expressed We 
a-wait the publication of the report of Mr. Whitley’s Commis- 
sion before _ submitting our recommendations for the dis- 
tribution of functions in regard to industrial matters. ’i.’he 
more particular recommendation of the Indian Statutory 
Commission in regard to the Criminal Intelligence Beti^rt- 
ment IS opposed by the Governments of Bengal, the United 
and Assam. The Commission recommend that the 
classification of police as a subject of provincial administra- 
tton should be accompanied by a discretion in the Governor 
General m ^ Council to determine conditions regarding 
le organization of a provincial Criminal Intelligence Denart- 
ment. The Commission rightly regard the matter W',' 
important. An efficient, intelligence service will depend 
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co-operation between local Governinents and on eo-ordina- 
tion by tbe central agency. But the Oriminal IntelHgenc® 
Department organization must be part of the regular 
police administration of the province, as the Government of 
Bengal point out, and little practical value would attach to a 
power to impose control over only one branch of a unified 
machinery of police administration. The recommendation of 
the Commission, however, is in eifect permissive, and we are 
prepared to accept it on that basis. 

In earlier paragraphs of this despatch we have dealt in 
detail with the proposals of the Indian "Statutory Commission 
regarding provincial finance. These matters also we have 
considered in the light of the principles of classification which 
we have just described. We would continue the exist- 
ing practice by which financial authority is distributed 
by statutory rule, and we would retain residuary powers of 
taxation at the centre. These appear to us to he wise 
accompaniments of the entirely novel arrangements proposed 
by the Commission. 

201. Control. — Turning to the questions of control, we 
find ourselves in complete accord with the recommendation 
ot the Comnaission that Governors iii tbe use of their special 
and emergency powers should he supervised by the Governor 
General and not by the Governor General in Council. These 
powers are exercised in responsibility to Parliament, and 
control of them cannot appropriately be exercised through an 
authority in close relations with a popular central legislature. 
It is on that ground rather than on any ground of the ultimate 
foirm of federation that we would employ only parliamentary 
channels of control over Governors. 

We approach tlie Commission’s, recommendations* relat- 
ing to “ the normal powers of the centre over the provincial 
Governments ” from the points, of view of the scope of these 
powers and the manner of their exercise. The first of the 
eight categories framed by the Commission seems to us to 
. be inevitable not only because central administration is vital, 

. 'but "also because a central Government without self-sufficient 
vjipentral agencies, must be in a position to secure necessary 
iM6tion in provinces, The provision has indeed the sanction 
of usage, and is not objected to by any provincial Govern- 
The second category is drawn in wider, language than 
the corresponding category in Devolution rule 49. Tlie Gov- 
ernment of Madras object to it. on the ground that it gives 
the central Government too wide a measure of control. They 
would maintain the existing rule which provides only for 
inter-provincial disputes. The Government of the TJnited 
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Provinces would accept* it only on “• the nnderstandinij that 
the Government of India will be restricted to use their 
powers principally for the purpose of collecting information, 
giving advice, and settling a common policy, and not for the 
purpose of interfering in the actual details of administration 
in any province The criticism of the Government of the 
United Provinces appears to ns, to contain the answer to the 
objection of the Government of Madras. It is because, in 
many matters which were not in dyarchie constitutions 
transferred, a common policy may need to be determined 
without waiting for disputes between provinces to arise, that 
a new definition of central control must be souglit. We agree 
with the Commission that the definition must be in very 
broad terms. But we also agree with the Government of the 
United Provinces that means must be sought whereby pro-* • 
vineial responsibilities be safeguarded. The Govern- 
ment of the United Provinces would find these means in .a 
definition of the spirit in which control will be exercised. The 
Commission have provided a check in the personal and entire 
discretion of the Governor General to decide, in any given A 
instance, the scope of control.. We ourselves hope that that i 
discretion, combined with the restrictions on the method of ? 
control which we shall presently suggest, will allay fears that \| 
the intervention of the central Government may be exces- .g 
give. ':XA 

No difficulty arises about the third category which is^ ‘ 
however, not so much a matter of control as a distinct power 
which the centre must possess. In a preceding paragraph 
wf have stated onr views upon the fourth category regarding 
control of provincial borrowings. The fifth and sixth 
categories might, we think, well be treated in the chain of 
relations between the Secretaiy of State, the Governor 
General and the Governor, and should not be classed as 
matters within the superintendence, direction and control of 
the central Government. The proposals t of the Commission 
regarding security services confer on the Secretary of State 
a power to require provincial Governments to employ these 
sep'ices in such numbers and in such appointments as he 
thinks necessary. They also imply the power to exercise 
disciplinary authority. It might he convenient if the Secre- 
tary of State were to delegate to the Government of Imiia 
suitable powers, possibly to the extent suggested’^ by tlie 
Government of the United Provinces. But we see no reason' 
why this should be done by statute as the Commission appeas” ; 
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to contemplate. The plirase* “ safeguai’diug of Imperial 
interests ” does not appear to us to be entirely free from 
obscurity, but we feel no doubt of the need for some such 
provision giving powers to the agents of Parliament. 

The seventh and eighth categories appear to us to be 
more suitable for classification as central subjects than for 
expression as powers of control. If they were s,o classified 
the requisite power of control would flow from the fifst 
category. We recognize, however, that difficult questions 
arise, as they have arisen elsewhere, for instance in Canada, 
regarding the participation of provinces in decisions reached 
by the Government of India in external affairs. The subject 
is a difficult one, and its solution will probably be found 
through the operation of practice and convention. But 
whatever procedure may be approved for reaching deci-sions, 
and we recognize to the full the desirability of previous con- 
sultation with provinces, it is clear that the final authority 
must rest with the central Government, in whom must also 
reside povrer to make the decision effective. 

We conceive of these powders being exercised, as central 
control is at present normally exercised, by way of consulta- 
tion, advice and even remonstrance. If, however, the Gov^- 
emment of India w^ere unable by these methods to get its 
way, we would not confer upon it a further mandatory power, 
but would expect it to advise the Governor General to act in 
relations w-ith the Governor. The chain of authority \vonId 
be the Governor General’s powers of supervision over the 
Governor, and the Governor’s overriding powmi's over his, 
Cabinet. The macliinery of control ■which Ave Imve described 
seems to us to reconcile the claims of central and of provin- 
cial authority most conveniently. On the one hand, we do 
mot desire to exclude the Assembly from discussion of 
■matters Avhieh fall Avithin the proper scope of the central 
executive. On the other, Ave see objection to placing a 
^ Governor or his ministers in the position of receiving orders 
’.from an executive in relations AAuth tlie Assembly. In 
,|^?^ctiee the necessity of obtaining the decision of the 
iGnvernor General, before it can be held that proAuneial action 
l^iffects the interests of some other part of India,' Aif ill he an 
’Additional security that the provincial field is not unduly 
invaded by the poAvers of superAUsion. 

I 202. Co-operation and co-ordination. — The recommenda- 
tions, of the Commission for co-operation between central and 
proAuncial Governments and for . co-ordination of nation- 
f%uilding services do not, except in one other respect, inyolve 
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any new constitutional provisions. We liave already accepted 
the suggestion* that it should he rendered constitutionally 
possible, under suitable restrictions, to assist provincial 
objects from central funds, and vice versa. “ Co-opera- 
tion ”,t say the Commission, should be secured by the 
general goodwill of the Governments concerned, rather than 
by the imposition of specific central control ’ We agree, and 
although we recognize that the Commission also proposef 
that the central Government should “ in future have a more 
authoritative position than it now enjoys, eonstitntionally, 
in the transferred sphere ”, w*e think that the restrictions, 
placed on the second category of control will obvijxte danger 
of co-operation being secured, save in case of necessity, in any 
other way. 

THE SEEVICES. 

20S. The Indian Civil Service and Indian Police Ber- 
vice. — ^Continuance of recruitment. — The question of the 
steps to be taken in regard to those services which are still 
recnnted by the Secretary of State on an all-India basis, is : 
one of great importance for the future administration of the 
country and, we think, for the successful working of the new 
constitution which it is proposed to set up. The Statutory 
Commission have rightly said that the Indian. Civil Service 
and the Indian Police Service stand in a class by themselves 
as the “ security services ”, upon which depend the organiza- 
tion and direction of the general administrative S 3 'stem and 
the maintenance of law and order. The Commission reeom- 
inend that these two services slionld remain on an all-India 
footing, and that recruitment for them should he made by the 
Soerotary of State. The majority of the local Governments 
are very decidedly in favour of this recommendation, though 
within the Governments there are dissentient views. We our- 
selves have no hesitation in supporting the proposal of the 
Commission. It has been objected that a provincial Govern- 
ment cftiinot feel unhampered in the exercise of its authority, 
so long as it is, not free to recruit all its services on its own 
terms and have the final voice in controlling them. The 
anomaly may be admitted, but it must at tlis same time 'be,: 
recognized that considerable, risks vdll be taken if the diree-* 
tion of policy ill all provincial subjects is transferred to, 
popular Governments, and. that, if simultaneously far-reach- ’ 
ing changes are niade in the administrative machine whose 
task it is to eaiTT ou| policy, there is danger that the new 
system may start under a , serious handicap. It is necessary,' 
to keep the administrative foundations sound, while the BeV' 
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constitutioTi is facing the diffictilties which are likely to con- 
front it at the start. Whether, after these hare beeii sur- 
moioited, it will be desirable to continue the reeraitment of 
the security services on the present basis is a question depend- 
ing on conditions which cannot at present be foreseen. 

Many of those who advocate the discontinuance of the 
present form of 3 ecruitment have -no desire to destiny the 
existing organization. They recognize the value of the work 
the services may lie expected to perform during the transition 
period, and would he prepared to face the temporary 
anoinaly of retaining officers, who can look outside; the 
province for the uitimato protection of their interests. 
But there is a large volume of opinion which argues that the 
existing liocly of officers, retaining their existing privileges- 
and safeguards, will be sufficient to tide over the period while 
the new constitution is establisliing itself, and that by the time 
they disappear their SiOrvices will no longer be required. We 
think that those who hold these views do not take full account 
of the probable results of stopping recruitment. We believe 
that, as soon as it was announced that recruitment was 
stopped and that the all-India services as a whole wore in 
effect being closed dovm, the existing numbers would dwindle 
far more rapidly than is des,ired. Nor would it be easy, if 
necessity arose, to resume recruitment with suecess after an 
interval, which would have broken the old eonneetions and 
traditions. The discontinuance of recruitment would in effect 
amount to taking a final decision at a time when the condi- 
tions of the future are still unlmovTi. For these reasons we 
hold that it is essential to continue recruitment to these ser- 
vices on the existing basis. 

20f. The same. — Eecruitmeht by the Secretary of State. — 
It is generally agreed that a decision to continue recruitment 
for the security' services involves the continuance of their 
recriiilment by the Secretary. of Slate. The justification for 
mai,ntaining Ih.ese services is that they furnish officers of a 
■high standard io deal with matters, the efficient li-andling of 
Which is a. pri,mary interest of the country. It is of the 
■;qssenco of the case that the services should be able to attract 
.’the best material available.. As the Statutory Conunission 
:'poiut out, an all-Tndia service has a much wider field of 
choice than any proffineial service, and the status and 
traditions , attaching to it attract thd best class of Indian 
.candidates, while there can. be no doubt that without the 
security which is afforded by the protection of the Sec- 
retary of State, British candidates of the present 
standard could not be obtained. It has indeed been sug- 
gested, by the ma.jority of the Bombay Grovernment that, 
'j^hii,e; these two services should be. retained on an all-India 
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basis, they sbould be recruited not by the Secretary of 
State but ibrougb the central Public Service Commission, 
and that they should look for protection to the Grovernment 
of India. Somewhat similar ideas are expressed in other 
quarters. We fear that this compromise does not really meet 
the difficulties that are felt on either side. On the one hand 
British candidates, have for a long time attached great 
importance to the protection of the Secretary of State, the 
value of which has been proved by experience. The Govern- 
ment of India is for them a distant body, whose general atti- 
tude to the questions that may affect them is unknown. Its 
protection will not give them the same sense of assurance as 
they derive from the protection of the Secretary of State. 
On the other hand, so long as the services remain on an all- 
India basis and their pay and conditions are settled by a 
central authority, whether it be the Government of India or 
the Secretary of State, the objection that local Governments 
■would be hampered in the exercise of their authority is not re- 
moved. We do TiOt consider that any intermediate position 
bet'^ceen rcei'uitment by the Secretary of State and provin- 
cialization is likely to prove satisfactory and, as we hold that 
the time has not come for provincialization, we have no hesi- 
tation in supporiiiig the propo.sai that recruitment should be 
continued on an all-India basis by the Secretary of State and 
. under the guarantee of Ids protection. 

205, The same. — Bates of Indianization. — All local Gov- 
ernments agree that, if the security ser-ffices are to continue on 
an all-lndin basis, the existing rates of Indianization, Avliich 
Avere fixed on the recommendation of the Lee Commission, 
should be maintained. These rates are ealcxilated to produce 
an equality between the numbers of Europeans and Indians in 
the Indian <Jivil Service by 1939 and in the Indian Police 
Service by 1949. We propose no change in these rates of 
Indianization, Avhich are indeed as rapid as appear to us to be 
consistent with the retention of the character and traditions of 
the two services. 


206 The same. — Future reconsideration. — We have indi- 
cated above our view that the continuance of re- 
cruitment for these two serAuees must ■ not be t&k^' 
as implying an intention that they should be retained 
ii! definitely. All local GoA'-ernments are agreed mat 




agreed 


the matter should after some period be reconsidered 


the light of conditions then existing. There 


considerable variety in the suggestions, made as to the period 
after which reconsideration should take place. The Punjab 
Goveniment have sugg^ted the year 1949, when the process 
of bringing the number of . Europeans and Indians to an 
squality in the Indian Police SerAuee Avill have been com- 
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pic ted. The Government of Bihar and Orissa suggest 1939, 
the year in which a similar process in the Indian Civil Service 
should have been accomplished. The Oenti’al Provinces Gov- 
ernment suggest tliat reconsideration should take place when 
equality of Europeans and Indians in each service has been 
reached. We doubt whether at this stage it is necessary to 
take a definite decision on the point, particularly as it seems 
to us inevitable that, when the proportions contemplated by 
the Lee Commission have been attained, the future, of each 
service must be fully reviewed. 

207. The Indian Forest Service and the Irrigation branch 
of the Indian Service of Engineers. — The Statutory Commis- 
sion did not reach any definite conclusion as to whether all- 
India recniitment should continue for the Irrigation branch 
of the Indian Service of Engineers and for the Indian Forest 
Service. None of the provincial Governments had recom- 
mended this course, but the Commission wei‘e so much im- 
pressed by the importance of the work these two services 
perform, that they felt the matter required further examina- 
tion. Local Governments have again expressed their opinions 
in the light of the considerations brought out in the 
report of the Commission. They are, however, still 
unanimous that there is no necessity to continue recruitment 
for the Forest Servi^ on an all-India basis, and, with the 
exception of the Governments, of the Punjab and of Bombay, 
no local Government recommends that all-India recruitment 
should be continued for the Irrigation branch of the Indian 
Service of Engineers. In two provinces recruitment for the 
Indian Forest Service has already been terminated as the 
result of the Lee Commission’s recommendations, and im- 
portant as, the work of the Forest Department is, w’e do not 
feel there is sufficient justification for continuing recruitment 
for the Indian Forest Service in the other provinces, contrary 
to the recommendations of the local Govermnents., It can 
only be for very special reasons, such as those which apply to 
the two security services,, that recruitment by the Secretary of 
State can be justified for services whicLwill be working under 
an autonomous provincial Government. In the cas,e of the 
Irrigation service the considerations are perhaps more evenly 
balanced. The revenue derived from the great irrigation 
works in certain provinces is a vital element in provincial 
finance, and the irrigation system is. one of the chief founda- 
tions of the economic prosperity and contentment of the 
people. The official members of the Punjab Government go 
so far as to say that the efficiency and initiative of the irriga- 
tion officer is a factor for internal stability, practically on a 
plane with that of the officer in the security services. _ It is 
■easy to understand the anxiety expressed by the majority 
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of the Punjab Government on the reserved side to retain 
■what they regard as .an insm’aiice against deterioration in a 
service of snch vital importance to the jirosperity and 
economic life of the province. The recommendation of the 
Bombay Government is also doubtless due to the fact that 
the whole future of Sind depends on the success of the Sukkur 
Barrage irrigation scheme, in which, moreover, a huge capital 
sum has been sunk. It, would be rash lightly to disregard 
the views of the local Governments, in a matter of such 
fundamental concern to them. At the same time, we are 
anxious that recruitment should not be continued under the 
guarantee of the Secretary of State unless the need for it 
is beyond all I'easonable doubt. In all’ provinces, except 
the Puujah and Bombay, local Governmeiits are pre- 
pared to 'take the risk of dispensing with reernitment for this 
service on an all-India basis,, and we accejd their views. 
We have not been able to reach a final eoneinsion in regard 
to the Punjab and Bombay. There would be obvious advant- 
ages,, v-e think, if it were possible to retain an ali-Indin ser- 
vice for dealing v/ith the great schemes of iri'igation of the 
Indus valley, particularly as they affect two differe.ht 
local administrations. On. the other hand, due weight must 
he attached to pu])lie opinion, and it vnuld seem, from the 
views recorded by the EeVehue Member and the Minister for 
local self-government in the Piinja]>,*that there is definite 
opposition to the continuance on existing lines of recruitment 
for the Irrigation service in the Punjab. If it were decided 
that reemitment should be mainiained on an all-India basis 
for the Punjab and Bombay, it would be for further con- 
sideration whether this recruitment should be carried out by 
the Secretary of State, as recommended by the Punjab Gov- 
ernment, or by the Public Seiudce Commission, on behalf of 
the Government of India, as recommended by the Government 
of Bomhayx Whatever may he the decision in regard to the 
Punjab and Bonihay, we are agreed that in other provinces 
recruitment by the Secretary of State for the Irrigation 
branch of the Indian Service of Engineers should not be con- 
tinued after the introduction of the new constitution. 

208. The central ser'vices.-— The Statutory Commission ' 
hpm made no reference to the position of the central ser- 
vices, which work under the Government of India. For the 
most part the^controPof , these services has been vested by 
the recent civil semces (classifleaiion, control and appeal) 
rules in the Governmeht of J-ndia. But the Secretary of 
State in Council is 8til|i responsible, for the recruitment and 
control of the Indian Political Department, the Indiap, 
Ecclesiastical Estahlishmepty, persons appointed outside India 
”. to ' the Superior ^ 'Megg’^hy'engineerihg and ;wirelM^i 
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branches of the Indian Posts arid Telegraphs Department and 
a few civilian officers holding posts which are paid from 
army estimates. He also recruits officers appointed outside 
India to the superior railway services, and controls the com- 
paratively few officers holding the King’s commission oii the 
active list of the regular ainiy and the Eoyal Indian Marine, 
who are employed in certain central services. We assume 
that the Statutory Commission intended that there should be 
no change in these respects. That is also our view, except 
in so far as recruitment for the snperior telegraph engineer- 
ing and wiraless branches of thC' Indian Posts and Tele- 
grax:>hs Department is concerned. We do not think it is 
necessary tiiat the Secretary of State should continue in 
future to carry on British recruitment for this service. Its 
cadre is small. British reernits are not likely to exceed on 
the average one in two years and. the number may even be 
less, and we have no reason to doubt that the Government of 
India vrill be able, without the assistance of the Secretary of 
State, to obtain suitable British recruits in the numbers re- 
quired. 

209. Safeguards and conditions of ser’tdce.— It is common 
ground that whatever may be the decision as to future 
recruitment of the all-India services, the officers at present 
in these services should be encouraged to remain, and should 
retain all their existing rights, safeguards and prospects. 
Further, as we explain later in our observations on the Coun- 
cil of Indin, we recommend that changes in the statutory rules 
affeciing the services should be made in consultation with a 
body which represents seiniee experience. One important 
factor in the retention of the existing officers of the all-India 
services is-: uudon'.>tedly the rig'ht of premature retiren>ent. 
This right is at present possessed by all officers in these ser- 
vices, except the more recejit recruits of Asiatic domicile. 
Generally spealdng, binder existing oixlers, the option to retire 
prematurely orf'-ends only, for twelve niont|is after th.e traiisfer 
of power proposed by the Commission has t.akeir place. All 
local Governments agree with the Statutory Commission that 
the right of premature retirement should bo continued, with- 
out limit of time, to any officer who might under the present 
rnle,s have so retired on the coming into, force of the now 
constitution. We have no donht that the extension of this 
privilege is essential. If an irrevocable choice is presented 
at a particular moment, there is a serious lisk that a large 
number of valuable officers would decide to retire. The ex- 
perience of the past has derrionstrated clearly that officers ; 
are more likely to remain while th^ option of retirement is 
kept open. , / 

The Commission recommend Ihat those, who are recruited 
\ajfter the introduction of - the new,Aonsiituti,on, should enjoy . v;; 
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the same rights, privileges aad safeguards as members 
recruited before the change, except in respect of the right of 
premature retirement. They do not consider it is reason- 
able that those who enter the s,ervices -with full knowledge of 
the conditions should be granted this right. In principle we 
accept this view, but, in agreement with more than one local 
Government, we regard the matter as one that will have 
to be decided in accordance with the practical considera- 
tions of fact. If satisfactory recruits can be obtained 
without the grant of this prmlege, there is no reason why 
it should be granted. But we do not think it wmiild be wise 
to run the risk of losing the recruits required for the all-India 
Services, merely on this point of principle. It does not follow 
that it would be necessary to extend to new recruits the 
precise scheme which is, open to existing members of the 
services. We think that the suggestion made by the United 
Provinces Government that rights of retirement should be 
offered after fixed periods of service, the earliest of such 
periods being twelve years, might well be considered, should 
the necessity for making this concession arise. 

210. Security of pensions, family pensions and provident 
funds. — The replies of local Governments indicate marked 
uneasiness among members of the ail-India services in regard 
to their pensions, family pensions and provident funds. On 
these questions w’e endorse the recommendation’* made by 
the Indian Statutory Commission. They point out that they 
are not proposing any change which would bring pensions 
into jeopardy, but, following the Lee Commission, they recom- 
mend that, if any statutory change is made hereafter 
involving the transf er of the financial control in this regard 
now exercised by the Secretary of State in Council, adequate 
provision should at the same time be made for safeguarding 
service pensions. We assume that their recommendation was 
intended to include family pensions and provident funds. 
This is a matter to Which we attach great importance, and we 
that an assurance on this point will be given bv His 
Majesty’s Government, and that it may be found possible to 
restate with reference to present conditions, in terms as e*-^" 
plicit as may be, the principles set forth in paragraph 4 of 
Mr. Montagu’s despatch No. 5-Public, dated the 9th February 
1922. In the meantime we are examining, in connection with 
various memorials received from members of the services, 
the question whether it is . practicable to - supplement this s 
assurance by measures which will give a greater sense of 
security tp the services, ,and we propose to addi'eiss you 
separately on this subject at an early date. 




211. Other recommendations.— We accept in principle the 
proposals of the Commission in regard to the establishment 
of provincial Public Service Commissions. There are certain 
other matters of less importance on whicli ve shall address 
yon separately. 

BELATIONS WITH THE STATES. ' 

212. The federation of all-India a distant ideal. — The 
relations which should obtain between British India and 
the Indian States raise difficult questions imtoiediate and 
remote, botli of which have been discnSsecT" bj^' the Coinnns- 
sion. We readih’ accept the ideal of an ultimate federation 
of all-India, and agree vdth the Commission that the 
Indian States and the provinces of British India preserve 
remarkable cultural affinities, and are slowly working out a 
common destiny. We recognize the geogi'aphical, economic 
and political unity of British India and the States, but we _ 
share the repugnance of the Commission to pronounce dog- ' 
matic conclusions. The ideal which has received general 
acceptance, and which we also accept, isf “ some sort of 
federal arrangement ”. Deep-seated difficulties arise from 
the heterogeneity of the units to be federally associated, and 
from the wide range of matters to be made subject to control 
from a common centre. The Commission remark that ulti- 
mate fcd(')’ation cannot follow any known pattern, and 
we doubt whether any advantage is to be derived from 
attempting now to sketch the ultimate form of future 
political association between British India and the States, 

Federation might possibly be evolved on some such lines 
as have been followed in the Dominions or in federal countries 
elesewhere, but 'we refrain at this stage from following the 
Commission into an examination of the methods by which the 
end might be reached. The example of Canada has appealed 
to them, but the Commission go no further than to say that 
individual adhesion is a possible method of approach. We 
are ourselves by no means clear that adhesion to the legisla- 
ture of British India holds out greater promise than the ex- 
pansion and development of the Council for Greater India, 
and we hesitate to assume that the relations existing between 
the provinces of British India and the centre will not neces- 
sitate a pennanent central legislature for British India, deal- 
ing with matters which are of concern to British India alone, 
and fo whicb the States could not appropriately be admitted. 
,;We think that the way should be left open for the continued 
flexistenee, if uecessaiy, of the British India legislature for 
.British India purposes, and for the possible ciWion of an 
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all-India legislature in -wMcli both the States and the pro- 
vinces would be represented. 

In short, the time has not yet come for a choice to be 
made. A fedemtion of all-India is still a distant ideal, and 
the form which it -will take cannot now be decked. The duty 
before us .at this stage is to assist in arranging the prelimi- 
nary setting and in removing obstacles from a still untrodden 
path. Without indulging in remote speculation, we think 
it more prolitabie and necessary to examine the concrete pro- 
posals which the Commission make for immediate action. 

213. Paramnuntcy.— -We have already intimated, in the 
course of our examination of the structure of the central 
executive, our acceptance of the Commission’s suggestion that 
the exercise of paramonntcy should no longer be a function 
of the Grovernment of India. We propose now to discuss the 
suggestion in some detail. 

At the outset we accept the important distinction made 
by the Statutory Commission between the exercise of para- 
mountcy on the one hand and, on the other, the normal treat- 
ment of matters which are of common concern to the States 
and to British India. It is only in respect of the former that 
the Commission recommend that the Viceroy should be 
statutorily ves,ted with the functions now exercised by the ^ 
Government of India ; and the Princes themselves ask for 
nothing more. The object of the proposed transfer is not to 
change but to perpetuate the present location of responsibility 
with the agents of the Crown, and the need for it arises partly 
from the anticipated increase of the responsibility or respon- 
siveness of the Governor General in Council to tlie British 
Indian legislature, and partly from the fonnnlation of 
the ideal of a federated India. Whatever legal or constitu- 
tional arguments might be advanced to the contrary, it is in 
practice essential that the obligations of the Croivn towards 
the Indian States should continue to he discharged through an 
agent whom the Crown is able fully to control. At the same 
time, as the Commission point out, it is in the last degree 
improbable that the States would ever assent to the idea of a 
federal association, whose democratically eontroUod execiitive 
could claim to exercise rights of paramonntcy over them- 
selves. Any invasions or limitations of the autonomy of 
the States must come not from the Government of British 
India, but from the representative of the British Crown, to 
whom alone the Princes admit allegiance. 

,We have anxiously considered whether the object as 
defined above could be achieved by any means less drastic 
than those advocated by,. fhe Indian States Committee and 
the Statutory Commissioii;, Our opinion that there is no 
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-satisfactory alternative is not -entirely unanimous. One of 
•us holds the view that the arrangement, under ^vhiGh the 
exercise of paramountcy is constitutionally vested in the 
Governor General in Council, should not he disturbed, except 
to the extent of providing* that those member’s of the Governor 
General’s Council, who may in futirre be responsible to the 
central legislature, should be specifically debarred from 
participation in the disposal of such business. In other 
words he considers that, in the event of the introduction of 
dyarelrv into the central Government, all matters relating to 
puramountcy should be classified as ‘ resei’ved ’. If, 
however, the central Government is to be unitary, subject to 
the reservation of overriding powers for the Governor 
General personally in certain matters, the exercise 
of paramountcy should, in his view, undoubtedly be a 
matter in which the Goverzior General should possess such 
powers subject only to the control of the Secretary^ of 
State. He further considers that, if Ms views as summarized 
above do not meet with acceptance by His Majesty’s Govern- 
ment and if members of the Governor General’s Council are 
to be relieved of all responsibility in regard to the functions 
of paramountcy, that responsibility should be vested in the 
Governor General rather than in the Viceroy. In urging 
this Mew (which for reasons explained below the remainder 
of us are unable to endorse) he is actuated by the fear that, 
if at some future date the offices of Viceroy and Governor 
General were to become distinct and to be held by two 
separate persons, baffling and undesii’able complications 
might ensue. His general attihzde towards the whole 
question is that the contemplated change involves a very 
drastic separation between British India and the States, 
wliieh is calculated to render their eventual fusion more 
difficult than would otherwise be the case. 

We realize that this latter view is held in considerably 
stronger form in other quarters also, and that there exists a 
suspicion that tlie vesting of the functions of paramountcy 
in the Viceroy must, and may even have been expressly 
designed to, hamper and delay the progress of India as a 
whole towards true autonomy. We doubt, however, whether 
this Ksuspicion vconid be dispelled by the adoption of the com- 
promise favoured by our colleague. The dyarcbic arrange- 
ment wliieb be contemplates wozild be at variance with our 
ideas as to the future constitution and functioning of the 
Governor General’s Council, and could, at the best, be only a 
temporary makesliift which would avoid rather than solve the 
ess^ential probhuu. The alternative proposal that the rights -of 
itfie Princes should be Safeguarded by the vesting of over- 
powers in the Governor General is open to the objection 
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that it would afford the legislature a constitutional loms 
standi in a sphere which, as onr colleague himself admits, 
ought to be reserved for Parliament and the Crow, and would 
create a position with wide possibilities of friction and mis- 
understanding. Finally, both alternatives would entirely fail 
to satisfy the"^Princes, whose hopes for the future are centred 
in the solution which we are advocating. _We consider that 
that solution tends to unity rather than to dissidence. We re- 
gard it, in fact, as by no means inconceivalde that the sur- 
render of the functions, of paramountcy to a democratically 
controlled Government of India would lead in no short space 
of time to open defiance of the latter, and perhaps even to 
hostilities. It may be argued that the Government of India 
is not yet democratically controlled, and that the change 
which we are advocating might well be postponed until that 
contingency has arisen. We would reply that we are 
satisfied that any such delay would be dangerous. The 
influence of the legislature upon the central Government is 
already suflleiently great to justify the misgivings which the 
States entertain. Nor is any one likely to argue that they 
are mistaken in anticipating that it will rapidly increase. 
So long as this constitutional question remains open it will 
be a focus of controversy and friction, and the postponement 
to some future time of a decision which we regard as in- 
evitable will only increase the difficulty of its eventual appli- 
cation. If it is defended and enforced now on the grounds 
which we have described above, we trust that public opinion 
may be brought to realize that it is not so comprehensive or 
disturbing a measure as it has been represented in some 
quarters to be. In all matters, where British Indian inter- 
ests are concerned, British India will, as at present, have 
full constitutional opportunities for expressing, and, with 
due regard to the rights of the States, enforcing her desires. 
And even in affairs internal to the States there will be no- 
thing to prevent the Viceroy, if he so mshes, from obtaining 
the opinion of his Council in any matters which, by reason 
of their nature or intrinsic importance, seem to require 
scrutiny from the Biitish Indian standpoint. 

It will he observed that we have, in the foregoing 
observations, been at pains to use the term ‘Viceroy’ in 
preference i.o that of ‘ Governor General ’. It is, in* fact, 
our considered opinion that the Governor General should 
hereafter be appointed under the dual designation of 
Viceroy and Governor General, and that his funetious- in 
regard to the exercise of paramountcy should be statutorily 
vested in him , nndef ,the;,Jbrnier designation. The argn- 
mcitts on which dhik proposal is based, though in part ' 
iehtimental,'appear^|A^ It is on the jEing'; 
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Emperor tliat the loyal sentiments of the Indian Princes are 
centred, and it is towards the Viceroy, as His Majesty’s 
representative rather than as the Governor General of India, 
that they feel that respect and devotion which is so valuable 
a factor in our dealings with them. 

214. Matters of common concern.— With regard to mat- 
ters of commo]i concern the Commission make three definite 
proposals, namely, that a list should he prepared of those mat- 
ters which are of common concern to the States and to British 
India ; that there should be included in the_ preamble to 
any new Government of India Act a recital which would put 
on record tlie desire to develop that closer association between 
the Tudian States and Britisli India which is the motive force 
behind all discussions of an eventual fedei’al union ; and 
tliat proifisiou be made for the creation of a Coun- 
cil for Greater India for the purpose of joint consultation on 
nmtters of common concern included in the list. 

We support these three suggestions, but make the fol- 
lowing general observations. The list of matters of com- 
mon coiiceni is to include from the outset thirteen matters 
which cover a large portion of the range of the Government 
of India. Defence is a noticeable omission, presumably in 
accord with the Commission’s recommendations to remove the 
admijiistration of the ai'my from the Governmenr of India, and 
to constitute a committee on anny affairs on which the States 
might be given representjition. The list is to be included in 
a .sebodnle to the Act and the matters included in it will 
require to bo brought up for joint deliberation. The require- 
lUGul' uf joint deliber’ation imposes a restriction upon the free 
action of the Government of India, but we takfi note that the 
list is to be made in consultation and by agreement. 

We have no objection to a recital in the preamble which 
merely places on record a desire for closer co-operation in 
the future. But in the form given do the recHal* in the 
' : rejjort there is approval of the principle of joint deliberation 
; on matters of common concern at the discretion of the States. 

We conceive that the form of the recital will be determined 
f by tbe couclnsions reached as to the nature ani functions of 
the Conneil for Greater India. Eepresentation on the Council 
||if,may be regarded as participation in a mutual privilege, but 
te'tbe view may be taken that its creation imposes a constitu- 
g||t|onal limitation on the free action of the Govermnent of 

I British India. The implications of the recital proposed by 
^;lhe Commission are that while British India is given no dis- 
I'l&ietion and must submit to discussion of its functions, so far 
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as tlicy fall within the list of matters of common concern, for 
tlio States snbniission is optional. No Indian State need come 
withiii the scheme, unless it so desires. 

215. The Council for Greater India.— Tlie provision for 
tJie Council for G-reater India is a statutory discretion in the 
Crown lo create the Gonncil for purposes of consultation. We 
liave no particular comments to make on the suggested eom- 
]iosition of the Council, or on the proportions proposed 
r(!spectively for the representation of the States and of 
Briti.sh India. We think it probable, however, that on pvac 
tic-ai grounds it might he necessary to increase its total mern- 
lier.Hhlp to not le.ss than fiO, of whom about 20 might he re- 
presentatives of the Gtatos. As to the seojUi of tin; i'lineiioiirt 
•(4‘ the Council, the power given to the Viceroy to eertit'y 
fi'oin time to time such other matters as he may eon.sider 
snitable for consideration by the Council introdnce.s elasticity, 
blit the demand raight be made from the British India .side 
that additions to the list should he made only lyv rule. We 
agree that the functions of the Council should !)0 consulta- 
tive only, but in some respects the consequential jiruposals* 
made by the Commission induce misgiving. Instead of re- 
porting to the central legislature and to the Chamber of 
Princes, a more snitable arrangement might be that it should 
advise the Viceroy and Governor General. In the second 
place wo are doubtful whether the Council should possess : 
the administrative power of appointing committees of inr 
vestigalion and report. Lastly, since the Council is itself to 
ho composed of mixed elements we are not entirely satisfied 
6f the need of any provision for meetings of a ;if>int com-; 
mittee drawn from the Council and from the central 
legislature. 

These liowever are matters of detail susceptible of ad- 
justment by discussion. In the meantime we repeat our gene- 
ral agreomeiit wiih ihe Commission’s suggestions. We re-., 
gard Ihem as a ’^^aluable contribution to current political ' 
thought on an exceedingly difficult problem, and we trust that 
they may attract support both from the Princes and from fee 
representatix'es of British India at the Bound Table Confer- 
ence. ' - , 'V''" 

216. Economic and financial relations.- — ^Before we leave 
tbe problem of relations with the States we take this oppor- 
} unity to refer to developments outside the recommendations 
of the Commission. It is well known that for some years past 
fhe vStates have been claiming a share in ihe customs roviuiu.- 
of the Government of India. These claims wore jiresented in 
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considerable detail before .the Indian States Connnittee, whicli 
recommended that an expert committee should be appointed 
to enquire into the reasonable claims of the States, or groups 
of States, to a share in the customs revenue, as also into any 
reasonable claims under other heads, and at the same time in- 
vestigate the adequacy of the contributions of the States to 
Imperial burdens. Subsequent to the publication of the re- 
port of the Indian States Committee, the claim of the States 
has developed into something wider and more comprehensive 
than a request for a share in the customs revenue of British 
India. They ask in effect for a survey, of the whole field of 
their financial and economic relations with the Government of 
India. 

In their report* the Indian States Committee rejected 
the contention of the Princes that the indirect taxation of their 
subjects by means of our customs tariff is ultra vires from 
l;he point of view of inteinational law .p,nd partakes of the 
.nature of a transit duty. Our own exhaustive examination of 
the claims put forward has failed to reveal any gronnd on 
which relief can be claimed as a matter of right, either under 
treaty obligations or from past practice ; and our broad con- 
clusion has been that the question is bnt one aspect of the 
many-sided problem of the political evolution of India and of 
the future relations, especially the future financial relations, 
between the Government of India and the Indian States. We 
have, however, long been conscious that, from the point of 
view' of equity, the operation of the customs tariff has pro- 
vided the States, or at any rate some of the most important 
among them, with what they believe to be a grievance. There 
. is the further consideration that for the reasons anticipated 
in Sir Walter Layton’s scheme, the bufrdens imposed on the 
States through this indirect taxation of their subjects may 
become heavier in the near future. 

217. The need for a solution. — ^Apart however from con- 
siderations of equity, there are now new arguments of even 
greater practical importance which in our view necessitate 
an eaifiy review of our financial relations with the Indian 
States. In the first place such a review seems to follow in- 
evitably upon the proposal that the Viceroy and not the 
Governor General in Council should be the sole agent of the 
Crown fnj‘ the exercise of paramonntcy over the States. If 
this proposal is approved British India may maintain that 
its owm legitimate revenues should not be called upon to 
defray tJie exieenses of this new relationship. We anticipate 
therefox’e that it may become necessary to have a completely 
separate “ political ” budget directly financed, so far as may 
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be found possible, from tbe contributions of States and tbek 
subjects, wbieb at present fall to British Indian revenues. 

Secondly, tbougb we are, as we have stated,^ in full agree' 
inent with that portion* of the Statutoiy Commission’s report 
whieli recommends the creation of a Council for Greater India 
i or the treatment, in a consultative capacity, of matters 
of ail-lndiu concern, we think that the consultations of such 
a Council would have much more reality and practical nsefub 
ness if the States had a definite financial interest in that por- 
tion of the agenda whicdi relates to the indirect taxfxtion of 
their subjects. 

The third and most important consideration is that 
the natural and harmonious development of the liuancial and 
economic programme, suggested by the 8t.atatoiy Commission 
for expanding the resources of British India, would he. much 
more efi'ectively pursued if the co-operation of tlie States 
could he assured. Sir Walter Layton hasf expressed the 
opinion that, if Ms proposals are to snceeod, “ some means 
must bo found of harmonizing financial policy in the tsvo 
sections of the country . 

218. The possibilities of conflict. — ^In our view the require- 
ments of the future will demand such a harmony not only 
in the sphere of finance and taxation, but also in such matters 
as legislation affecting the conditions of industry. For 
example unless the co-operation of the States can be seexircd, 
there is a real danger that the absence of restrictive Factoiy 
Acts may attract industries to the Indian States to the detri- 
ment of British India. In the sphere of finance and taxation 
the need for uniformity of practice between Briti.sh India 
• and the States is becoming increasingly important. There is 
the obvious case of tbe income-tax, in regard to which a dis- 
parity of rates may lead to a removal of business from British 
India, a danger which becomes greater as tbe rates of incoun-- 
tax increase. Again the development of ports in certain 
maritime States has raised questions, which concern not onlv 
onr sea customs revenues but also the conHicting interests 
of traders in various parts of India. In so far as the customs 
revenues aie coneei’ned, we have taken such action a.s 

jTistifiable for the protection of 

our interests, but such measures cannot fail to be attended ' 
by friction, controversy, and administrative inconvenience, 
and we should greatly prefer an agreed settlement, which 
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ity rf‘ to new aJl-India excises of the nature coa tern plated 
i)y tSir Waller Jaiyloji, tlie co-opei*atioa of the lytatos will be 
c,vsseatiaJ. This need can be easily established by a single 
illustralioa. If the manufacture of matches were to be per- 
niitted without excise restrictions in State territory, the con- 
sumption of untaxed matches in British India on a very large 
scale would inevitably follow, and no system of customs 
barriers could be developed on a sufficiently wide scale at a 
sufiicieiiily reasonable cost to prevent that eonsecpreiiee. 

239. An economic union. — We have given this brief stale- 
nuMil of an impending problem in order to indicate that, wiien 
discussion hums on rvays and means to bring about an asso- 
ciation between .British India and the States, the matters at 
isssue are not academic. Important practical considerations 
are iinuhved. The financial and economic issues already 
raised between the two component parts of Greater Bidiu 
necessitate early solution. We do not claim to have formed 
decided views. The wTiole question must inevitably be con- 
sidered at the Roiuid Table Conference, wdien representatives 
of the States and of British India -will have equal oppor- 
tunities of expressing themselves. We can at this stage do 
little more .than put forward certain principles Avhieh appea r 
to us likely to govern the case. 

In the. first place, there can be no diminution by the 
Ifovermmiut of their right to levy and retain customs <hities 
on all goods imported at Britisli India ports, even though 
destined for consumption in Indian States. But the Govern- 
ment of India can in our opinion properly agree to revio-w the 
p<»sition on equitable grounds, for the reason that the customs 
revenue and import duties have in recent years come to beair- 
a substantially diffoj’ent significance to that wdiieli they I/oi'o 
when the original treaties and arrangements with the 'Statoa 
were settled. 

Secondly, if consent be given to take into account con- 
siderations of equity in a review of the customs situation, it 
should be counterbalanced by a simultaneous review^ of the 
position as regards the States- contribution to the cost of 
defence and of other Imperial services, which relieve the 
States of expenditure or contribute directly or indirectly to 
their benefit. Financial investigations would therefore cove'' 
the whole field of claims by the States against British India 
revenues, and counterbalancing claims by British India 
against the States, : ■ 

When the accounts of both sides have been drawn up, 
some States may be found to h^ve a, credit balance ; othei-s 
.may be foimd to he making less tfian a proportionate coiitri- 
butioh to Imperial burdens.,; For- reason, no financial 
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settiemeut sliould be made with individual states that tloes 
not have regaz'd to the entire account. Each settlemeizt must 
be an integral part of a general settlement between British 
India and the S'tates as a whole. Furthei', before any financial 
settlement be entered into, the States concerned should bind 
themselves to the adoption of a policy uniform with Biitisli 
India, in regard to such matters as commercial zind industrial 
legislation, the level of their excise duties, and tluz rate oi' 
their income-tax. The proceeds of such unifoi’m taxation, 
including customs duties collected by maritime States at their 
ports, shozzid be credited into a common pool with a, view to 
its ultimate distribution on such equitable principle as may 
be agreed upon, and there should be full facilities for inspec- 
tion by an all-India inspectorate staff, in the recruitment and 
control of which the States would have a share. 

In no case would retrospective effect be given to any 
financial settlement or part thereof. 

220. A settlement by agreement. — ^We set out these broad 
principles for general consideration. We recognize that con- 
troversial issues are raised, but the problem is pressing, and 
it is essential that such solution as may be reached should 
carry conviction on both sides, _ in the States and in British 
India, that the interests of neither have been ignored or 
sacrificed. It seems to us that the best occasion for reachizjg 
an agreement satisfying this condition will be afforded by 
the forthcoming Round Table Conference, and we recommend 
that every advantage should be taken of the opportunity. If 
thei’e were to be complete agreement as regards principles, it 
would remain only in the case of each State to translate those 
principles into terms of a financial settlement. .A second 
alternative, the possibility of which we do not exclude, 
would be an agreement between the representatives of the 
States on the one side and of British India on the other, that 
the whole question of the future financial and economic 
relations should be referred to an arbitral tribzmal, whose ' 
decision would be accepted as binding on both parties. 

THE HOME GOVERNMENT. , ,f 

221. The executive authority of the Secretary of State. — 

In an earlier portion of this despatch we have described the 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the members 
of the central Cabinet should be appointed by the Governor 
General. We have sought to show in what wav such an 
arrangement will affect the relations of the executive with, 
the legislature, and to suggest how the recommendations 
of .the Indian Statutory Commission might he developed 
into a worl^g administration in India. When 



we jjivoei-ecl to eoasitler more closely liow u central Cabiuet 
j’eslxug on auch a basis sLould be related to axitlionty iu 
WngbuK!, we tJiiiik tliat the general tenor of the recom- 
mendations of the Indian Statutory Commission iuvohn^s 
that the Secretary of State shall in future exercise ovei- the 
Gor-ernnumt of India only a pQwer of superintendence, direc- 
fion and control. We consider it of some importance lo 
place beyond possibility of doubt a position xvhicli to some 
minds may appear obvious, for the “ doctrine of agency ” 
has al limes been strongly pressed. In earlier years this doc- 
trine encouraged a tendency to bring the Vicerox" into the 
same relation to tin; Secntary of State as that in which an 
Ambassador or Mialslei' at a foreign court stands to the 
Secretaiv' of Statt* for I’ordgn Affairs, and it was relie.<i upoji 
by Ijord Morley in asserling for the Secretary of State tlie 
extreme ])ower of giving flirect orders to o\’ery officer in India 
from the Governor General to the humblest, servant <if Gov- 
ernment in the districts. 

In future, according to the reeommejidations of the 
Indian Statutory Oonmiissiou, the power to appoint the mem- 
bers of his Cabinet, alike in province.s and at the centre, 
rvould rest with the head of the administration. This ap- 
pears to involve that the Governor General and Governor's 
would conduct the administration with advice from members 
of tlreir Cabinets and under the eoirtrol, greater or less, of 
the. Crowm. ProAineial Cabinets would, save for the over- 
riding poAvers of Governors, and a limited superintendence 
from tb(^ centre, he subject only to control by proA'iucial 
legislatures. As regards -the centre, “ *the executive” 
say the Commission, “ aauII to an increasing degree be 
responsive to the Avill of the federal reirresentativcs 
Such an arrangement in our view Avould seem to 
preclude the retention by the Secretary of State of a primary 
power of administration doAUxlAmd upon him from the CrOAVti. 
The future constitutional position in the presence of exoou- 
.iite Goveimments so constituted would naturally be that 
the administration Avould become vested in the Crown, 
and exercisable at the centre by the Governor General and 
in provinces by the Governor, but subject to such supcriutcud- 
ence and control on behalf of the Crown as might in each ease 
bo found aixpropxiaic. The scope of the authority of tlje Sec- 
retary cif Stale would then be tAVO-fold. First, he Avould be 
the adviser of the Crowni, or, if devolution Avere made to him, 
the first executive authority for matters removed from the 
jurisdictiou of the GoAmrnment of India. For instance, the 
original authority for the making of treaties, the exercise of 
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paramoimtcy, the eoiitraetioH of loans of particular kinds, and 
the recruitment of certain services might vest in the Secre- 
tary of State. But his duties of this nature would be limited 
to the particular matters, specifically removed from the gene- 
ral devolution of authority from the Crown to the Governor 
General or the Governor. Second, the Secretary of State 
would exercise powers of superintendence, direction and con- 
trol over heads of administrations, corresponding* to the obli- 
gations laid upon them. 

222, The Secretary of State’s powers of superintendence, 
direction and control.— -We have already explained how our 
conviction of the necessity for a partnership between Britain 
and India has led us to the conclusion that Parliament should 
consent to specify the purposes for which alone it will assert 
its authority in the administration of India. We are accord- 
ingly unable to accept what we take to be implicit in the 
^recommendations of the Indian Statutory Commission, 
namely, that the Governor General iii Council must in terms 
continue to be subject tO' the undefined eonti*ol of the Score- - 
tary of State, but that in practice the intervention of the 
Secretary of State should depend very largely upoii the atti- 
tude of P’arliament. In regard to provincial administration 
we agree that t“ if should no longer be open to the Secretary 
of State to issue orders on matters which are of no concern 
outside the province itself, other than the limited class in 
regard to which special powers are reserved to the 
Governor We agree also that at the centre the personal 
powers of' the Governor General should he placed under the 
unrestricted control of the Crown. But it is implicit in our | 
recommendation for a specification’ of the purposes of 
Parliament that both the Governor General’s special pov/ers, 
and also the Secretary of State’s powers of superi.ntendenv'?e, 
direction and control, should have no other extension than 
these purposes. 

223. The power of appropriation.— -The disposition of 
executive authority, which we have just suggested, has its 
natural parallel in the field of finance. It implies a corres- 
ponding disposition of powers of appropriation. At present 
the revenues of India vest in the Crown. In theory all appro- 
priation is subject to the control of the Secretary of State 
in Council and requires the concurrence of the Oouncii of 
India. But rule and practice have brought about a wide de- 
parture from the theoretical position. In regard to voted 
expenditure the power of appropriation has passed to the 
legislatures in India and to the Governors and the Governor , 
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General, and in regard to nun-voted expeiidit are is exei'cised 
by the Governments in India. Provincial Governments, in 
consequence of the devolntion of authority and the allocation 
of revenues made to them, do not reqidre the previous sanc- 
tion of the Secretary of State or of the Council of India 
before approaching their legislative comicils for voted supply, 
or appropriating moneys for non-voted expenditure. The 
Goveinment of ludia, however, are required to submit their 
annual proposals for appropriation for the previous sanction 
(»f the Secretary of State and the Council of India, receiving 
for nun-'.’oted expendii.iire authority to make the necessary 
approprifition, and for voted expenditin'e wJiat is, in e:ffeet, 
permission to obiaiu wind: supjdy they can from the 
Assembly. This position vve regard as administratively 
neither necessary nor convenient. If the Governor General 
is to he made by statute primarily responsible for His Majes- 
ty’s Government in India with advice from members of a 
Ca],)inet which he will himself select, the power of appropria- 
tion should in the first instance and by statute lie with him and 
his legislature. This necessity will be the more apparent if 
Parliament accept the propriety and wisdom of defining the 
purposes for which it will control the Government of India. 
For if the interest of the Secretary of State is limited to the 
fulfilment of these pux'poses, it would seem unnecessary that 
he should conceioi Irimself with the details of the Indian 
budget, or that the whole annual scheme of Indian finance 
should be subjected to close and meticulous control. 

224. Methnd of specification of the powers of the Secre- 
tary of State. — We have already described in this despatch 
certain purposes which Parliament will be interested to 
secure. It is not possible in the circumstances in which this 
despatch is written to explore the whole field. The formu- 
lation of precise and exhaustive prescriptions is a matter to 
be rmdertaken at greater leisure. But our conception of 
partnership demands that; Parliamentary purposes should 
be capable of definition. Our argument would, therefore, 
be incomplete if we did not show that, as we consider desir- 
able, specification of the functions of the Secretary of State 
is likely to prove feasible, and if we gave no indication of 
lines on which it might proceed. We gather that the Indian 
Statutory Commission, although like ourselves thej' were 
unable to pursue a detailed enquiry, regarded it as not im- 
possible that such a definition should be made. For they 
make the following remarks : It may he that fields of 

administration can he mapped out, in which it can be said 
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MitJi ('ouiideiictj thiit no queSiS'tioii will arise upon wMeli B’is 
Majesiy's (joverumont would feel bound to reserve to itself 
tlie'llual doeisioii, iiotwitbstandiug the agreement of the Gov- 
emraeTit: of India and the Indian legi'slatnre. Wo eannot 
ourselvefj sugg-ost one and ai‘e, therefore, unable to recom- 
moixl any extensioai of the principles of the ‘ tiscal conven- 
tion ‘ ' Wc ourselves approach the problem from a some- 

wind diffei'eiit angle, liaving regard radre.r to genend pur- 
})oses. willed) must bo secured by Parliaineut in whatever held 
of administration they arise, than to particular subjects 
which can be made immuue from m.' liable to Parliamentary 
intervention. Bnt we recognize that a demarcation wldeh 
seeks to give to Indian administration the fullest reasonable 
degree of freedom from external contrul, must, even if it 
starts from broad principles, descend to the consideration of 
particular functions. The distinction will be perhaps more 
clear if we consider the methods by which the necessary 
specification could be made. Three methods have suggested 
themselves to us, namely positive enactment, statutory rules, 
and some form of declaration, possibly made by the Secretary 
of State and accepted by Parliament. The method of positive 
enactment appears to ns to be nnsnitable, because our aim is 
to define the purposes of intervention in such a way that they 
may be capable of changing as circumstances permit: in the 
direction of greater freedom in the Government of India. 
The method of declaration may be appropriate for purposes 
of illustration, and in order to set forth the spirit which will 
ardmate the ojjeratiou of formal provisions. But we would 
not expect it: hy ;itself to prove suilicient, for the ditfereu- 
tiation Y/hich we seek must, we anticipate, be placed ulti- 
mately on- n statutory basis, if Indian opinion is to have ade- 
quate assurance. Such a basis might, as in the past, be 
found in statutory rules. We do not contemplate that these 
rules would effeet a. tripartite classification of srdijects, 
adding to the existing classification of functions ns central 
and xjroviuoiai a third category of Parliaraontary subjects. 
The existing classification proceeds from the assumption that 
all functions of government, with certain exceptions, are 
exercised by authorities in India, and arranges those func- 
tions in central and provincial eompartmcjits. What we 
would seek to do is, wdiiio regpecti:iig that almost exhaustive 
allocation of ('unctions to authority iu India, to define the 
objects for which Parliamentary intervention in central 
administration may be practised, whatever function of 
government may be concerned. It would seem to follow that 
an appropriate method of specification W'ould he to draw the 
statutory rules in a liroad and general form with reference to 
the Purposes of interventiony and if it were found necessary 
to bring them into close relation to the classified functions of 
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govemineut to aiuplil'y tlie rulos by some subsidiary dociara' 
tion, illustrating or it might be liajiting the ap])licatiou of the 
several I’ules to the several functions. 

225. Statutory rules.— A precedent for what we seek may 
be found in tlie existing rules under section 19A of tlie Gov- 
ernment of India Act, relaxing the ])owers of the Beoretary 
of State to coutr(d the administration of iransfevred subjeclis 
irt provinces. These rules are bi-oad dthinitioiis of certain 
purposes of control, ujul. so far ns we are .a ware, their tvanK- 
latiou into detailed practice has been attendee! with little, difli- 
culty. In the centra] field, however, whitjb we are now con- 
sidering, the purposes to he secured are more important and 
more pervasive of the administration. We have given such 
consideration as time permitted to an exploration of the 
ground to he covered, and in the portions of this despatch 
dealing with central finance and with commerce we have 
explained in some detail the views which we entertain. We 
are not, however, in a position to draft the rules wMeh we 
would I’eg'ard as suitable. We can at present do no more 
than suggest categories of interests in the hope that our 
object at this stage, namely, to show that specification is 
likely to prove feasible, will be thereby attained. Tu that 
end, and with a. desire to assist the fuller investigation 
which we recommend, we suggest the following : — 

(1) the administration of snlijects entrusted to the 

Secretary of State ; 

(2) the defence of India, against external aggression ; 

(3) Imperia.1 interests including foreign affairs ; 

(4) questions arising between India and fulier parts of 

the Biitisli Empire ; 

(5) international obligations, or any obligation arising 

from an arrangement within the Empire, to 

which India is a i>arty, or which is otherwise 

binding upon India : 

(6) the conditions of internal security ; 

(7) the financial stability and credit of India, arid the 

fulfilment of existing obligations ; 

(8) the protection of minorities ; 

(9) the avoidance of unfair economic and commercial 

discrimination ; 

(10) the rights of services recruited by the Secretary 

of State ; ■ 

(11) the maintenance of the constitution. 

226. Interpretatipii of the rules.— What degree of 

the necessary rules would require in order to cer- 
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iwiattj tlieiJi to particular subjects would to some oxteiil 
depend on tlie assurances ’v^icli particular interests sucb as 
minorities and established commerce and industry might 
i-easonably require, and on the extent to which in practice it 
might be found desirable to have a more detailed exposition 
of Parliamentary control. Wc ourselves would prefer that 
just as the rules under section 19A were in provinces trans- 
lated into administrative practice without difficulty, so tlie 
]»road rules we propose for the centre should be left to their 
natural operation without any formal elaboration. But if 
sucli eJaboratioii were found necessary, for Instauce, in the 
tields of finance and of commerce, we think that a method . 
of description and illustration would be appropriate. Wt; 
would deprecate anything of the nature of codification, for it 
wmuld in our view be unfortunate if aiy' document in elabo- 
ration of the rules came to be looked upon as a digest of 
powers which ordinarily must be exercised. The road to dis- 
continuance of control is best laid open by stopping short at 
x'ules bx'oadly expressed, and by giving to any subsidiary 
definition, should such he necessary, a permissive form. 

227. The Council of India as an independent authority.-— 
Its financial veto. — If we have succeeded iii establishing the 
true constitutional position that authority of admixxistratioii 
and appropriation may be dix’ectly devolved upon the Governoi' 
Genei*al, and that the Secretary of State would then occupy u, 
position from which he may exei'cise specified control, if 
remains to enquire whether there is room for a tliird statu- 
tory irnlependont authority. There is a strong body of 
opinion iix India wMch x'ogai'ds the Council of India as super- 
fluous, or even as an obstacle to political advance. Those 
who hold these views naight fairly maintain that the prin- 
ciples on which our proposals are based preclude the leten- 
tion of the Oouneil. For, they would argue, where Parlia- 
mentary purposes were involved the Council of India would 
be out of place, and where they were not involved, it would' 
not be necessary, since the Indian legislatux'e would be in a 
piosition to protect itself. , 

The I'unetions of the Oouneil fall into two classes. If 
tenders advice_ to the Secretary of State. In cei'tain matters 
it grants or withliold.s assent without which action cannot he 
taken. Wc shall deal presently with the Council of India as 
an advisory body. For the moment we are concerned with 
its position as an authority; independent of Parliament and the 
Govermnent of India, exercising a veto over expenditure and 
over vax'iatioiis in conditions of service. Wo agree with the 
Indian Statutprj^ Coinnfiseiqn * in considering the financial 
yeto of the Council he pf moment only in regard to non- 
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votable expenditure, and for the protection of tbe inlerests 
of India against claims by departments of the Home O-oTern- 
ment. We, therefore, see no justification for the retention of 
the veto in regard to financial proposals emanating from the 
(lovernnient of India, and would not favour its continuance 
except for use on occasions when ParEament proposes to inter- 
\ ene in Ijidian administration. There is force in the observa- 
lUm the Statutory Commission that, if military expenditm e 
'.vero determined by agreement at a fixed sum, there would tie 
iitlle advantage in retainitig the veto. We have elsewhere 
projioscd tliat supph' for defence should lie lived and deter- 
mined at intervals Ity a special inor-edure. Jf that course 
were adopted, there might be iitlle necessity foi- relaiping- th<‘ 
veto of CoUiieil. But whatever the decision may be regarding 
appropriaiionH for defence, we would prefer that tlie piiuelple 
of arbitration sliould he established, ami that differences 
between Ills Majesty’s (lovernment and tbe tiovernment of 
India in regard to non-votablo expenditure should lie settled 
liy negotiation and, if necessary, by adjudication. We are, 
therefore, inclined to the view that, the future constitution 
would leave little room for the Gouneii of India as an inde- 
pendent authority with power over appropriations, and we 
anticipate that any sucli differences of opinion as might arise 
betwf'en the two Governments could be settled in a maimer 
more <;onsonant with the freedom, which the Government of 
India may suitably enjoy. 

228 . The same. — Its control of service conditions. — 'fho 
second function of the Council of India as an independeut 
authority i.s its control over the rules governing the services 
in India. In this regard we observe, first, that according 
in the proposals of the Commissioir tiro scope of this func- 
tion will in futirre be much restricted. In the second place 
tlie concern of the Council of India is with rules altering 
conditions of service, and not with the application of these 
rules to inclir'idual cases. Nevertheless, the protection wiiirii- 
i he functions assigned to the Council of India ha,ve afforded 
in the ptist has been highly valired by tbe services, and the 
maintenance of some protection of this Irind may considerably 
affeid. the flow of rocrnitraent find the peace of mind of those 
still in service in India. We consider that the Secretary of 
Stale will contimie to require advice in regard to the seiViees 
find Ihal tliat advice must be' of a kind wiiicli will command 
service confidence. *Wc do not, however', feel convinced that 
protection mnsf be given by the existing methods or that 
merely in the interests of a comparatively small number of 
services tbe Cormeil of India should be retained as an authority 
competent to withstand the washes of the Government of Tn^’a 



and of His Majesty ’s Government. We would prefer a method 
whereby the Secretary of State in these matters was statu- 
torily required to consult a body containing those who had 
recent experience of service conditions in India and recog- 
nized a convention that their advice would not ordinaril;f be 
disregarded. For these reasons, if the alternative suggestions 
which wo Inn^e made prove to be capable of adoption, w^e are 
prepared to see the distippearance of the Oonncil as a body 
independerd, of Parliament and the legislatnhes in India. 

229. The Coimcil as an advisory body. — ^As an advisory 
body the Oonncil of India has appeared to many observers 
to be somewhat ineffective, and to others to encourage a ten- 
dency to do over again at Whitehall work which has been 
done ii( India in closer relafions to actual conditions. The 
Secretary of State is under no obiigation to convene the 
(Jovmcil oftenoi' than once a tnontli, to attend its meetings or 
to accept its ad-sdee, and il. is generally believed that succes- 
sive Secretaries of State have in very miequal degree avail- 
ed themselves of the assistance which the Council is able to 
aft’ord. If, as we hope, Parliament is prepared to specify 
the purposes of its intiirvention, the Secretary of State wdU 
require advice in a more limited range of subjects than in 
the past, and it is possible that the advice which he would 
require will not always imply the need for Indian experience. 
He will eontbme to stand in need of advice in military mat- 
ters. Fjqually important is the advice which he should 
receive in regard to finance. We have already indicated that 
on sendee matters he should have recent experience of ser- 
vice conditions in India upon which he would call. We are 
not, hoA\eve];, convinced that the need for advice will justify 
statutory provision for a corporate body of advisers, and we 
would indeed be incHned to think that the financial advice 
should i)e obtained from a special committee smaller than the 
Council, and composed exclusively of persons in close contact 

_with the practical finance of the day. But the method by 
which the Secretary of State may obtain advice is not a 
matter with wdiich we are primarily concerned, and we would 
here only stress the necessity that he should have suitable 
expert advisers in regard to’ services, finance, and military 
problems, anff that their experience, wdieii it is Indian, should 
be recent. 

GHNEEAl" BHlSiri/ra 

230. British India a political entity,— So much by why of 
detailed {iriticism and recommendation the time at onr dis- 
posal has jnu'fnitted and our duty has seemed to us to require. 
In another portion of. this despatch we have set out the 
principles wivich in oup yie\v should govern advance. We 
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have accepted tlio priueiples of a growing constitution 
and of an ultimate federation of all-India, and we have in 
various places described our proposals for a ]>aririorsl)ip be- 
tween India and (treat Britain in the a<huinisii'aiioji of British 
India. ()l)serving scrupulonsly the pronouuceruents whieli 
have in the i>ast been made on behalf of Parliament in regard 
to the nature and pace of reform, and endeavouring to appre- 
ciate and pay due respect to Indian desires, we iiavc never - 
theless adopted no rigid mould into which the new constitu- 
tion of India shonld he forced. At the outset we described 
Uie (leraaiid of ludian public opiuion in relation to tlie an 
iiouacern<‘n1 made liy Mis KxceUeney the (''iceroy and (iovernor 
General on the .‘list Octol)er 192!> deelariiig (ho, aitiumnerit of 
dominion stains to he “ tlie natural issiu! of jndia’s co7isti- 
Intional progri.'ss ”, and reeorded oiir opinion that ihe 
hroadesl reasons of Imperial policy roiuler(!d it imixwiitivt* to 
spare .110 efforts, ami even to take some risks^ in order to 
arrive at a constitutional solution wdiich inighi- carry ihe 
suhstantial assent of reasonable Indian ihonght. 

The recommendations of the Indian Statutory Oommis- 
sion as to the provincial constitutions, with which in general 
we agree, represent a generous response to the popular 
demand for provincial autonomy. They contain within them- . 
selves the means of increasing adaptation to local cirenm- 
stanees, and to the wishes of those who will be charged witli 
the task of working the constitution that the Commission 
have outlined. Onr proposals, for the centre, in amplifica- 
tion of the plan put forwmrd by the Commission, have been 
designed with a double purpose. On the one hand we. have 
sought to examine the means by which the relations between 
executive and legislature can be established on a basis which 
offers a reasonable chance of harmony in Avorking. On the 
other we liaA'e endeavoured to point the Avay to action that 
may now he taken to place , upon the constitution the first, 
but definite, impress of domimon status. If we read liistory 
aright, it is exactly in this Avay that each and all of the 
Dominions have attained to constitutional nationhood. 

Accepting the recommendations of llic Commission thal 
the members of tiie central Cabinet shonld he appointed by (.lie 
Governor General, we have drawn what appoai’ed to us ihe 
conseepumiial iiiForerice that the exercise of the fmidions for 
the (Government of India, Avhich reside in the Crown, should 
lie directly devolved upon the GoAmrnor General, and thal 
therewith should go the powev to appropriate the re\'enm.‘S ol' 
India. We flunk it right to state clearly that if this 
were done the Government of India would ho longer merelv 
be the agent of the Secretary of State. For the first time it 
would possess a distinct individiiality. It would, it is trim. 
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be witbin specified limits under the control of His Majesty’s 
Government, but it is of the essence of our proposals that 
that control should be of such a nature as to establish partner- 
ship in place of subordination. The Government of India 
would then be a distinct entity, capable of acting in domestic 
matters on its ovoi initiative and, within the ambit of its un- 
eontrolled powers, free to pursue its own policy. Vis-d-vis 
the Dominions and foreign countries, it would occupy the 
riCAV position winch growing freedom in the conduct of 
external affairs would connote. That it would not be an 
entirely independent Government is due to circnmstauces, 
internal and external to India, which are generally familiar 
and which invest the problem vuth such j)eeuliar difiieulty. 
But while we are bound to suggest means by which provision 
can be made for the period of transition which must elapse 
})efor(‘ the complete fulfilment of British purt>ose, as declared 
in the announcements made on behalf of His Majesty’s 
Government, we would set no artificial or statutory barrier 
to the natural fx'olution we desire to see. We believe that 
the greater part of Indian opinion will be ready to recognize 
the special interests of Parliament, provided that Great 
Britain on her side is prepared by action to show that she 
does not falter in her desire to invest Ind^ with the con- 
stitutional status that she seeks, and that , her political 
development appears to us to justify. We would accordingly 
hope that if our suggestions are placed at the disposal of 
the Conference, they may be of some assistance to those 
on whom will rest a lieavy responsibility, and the result of 
whose labours all who can measure the issues that are 
involved will anxioush/ await. 

We have the honour to be, 

SlE, 

Your most obedient, humble servants, 
(Sd.) lEWIN. 

„ W. E. BIEDWOOD. 

„ GEOEGE SOHUSTEH. 

B. L. MITTEE. 

„ PAZL-I-HUSAIN. 

„ J. W.BHOEE, 



APPENDIX I. 


Note by the Central Board of Revenue on customs (vide paea. 251 

OP Yol. II OF THE REPORT OP THE INDIAN STATUTORY OoM'M'ISSION ) . 

Revenue- Prospecf^ (Customs), 

Paragraph 251 of Yoimne II of the report purports to deal with 
central revenues in general, but, apart from a passing reference to 
growing income-tax receipts, Sir Walter Layton ^s discussion is eon* 
Sned to the custoBis revenue. In this paragraph he makes no defi- 
nite estimate of its future growth, but in paragraph 280 (page 252) 
he estimates an aiinual .expansion of f erore, on the assumption that 
Burma wiil be separated, and that import duty at existing rates will 
be charged on imports from Burma. We propose to discuss para- 
graph 251, first of all, without reference to the effect of separation. 

2. Sir Walter Layton begins by referring to the effect of mon- 
soon failures on the revenue. He then refers to certain projects which 
should have a stimulating effect. He quotes certain figures exempli- 
fying recent growth of trade, and deduces that expansion wiil be 
more rapid in the future. He sounds a note of warning as regardis 
the existing tariff which he thinks may be above the point of ^ ' dimi- 
nishing returns on some articles, and refers finally to the depress- 
ing effect of high protective tariffs on the revenue. We piropose to 
consider ; — 

(i) How^ far the. figures wbich Sir Waiter Layton quotes*.: are 

reliable. 

(ii) How far the eonclusions which he draws from these 

figures and from other considerations are justified. 

(ni) To what items we yan' reasonably look for ex.pa.nsioiL and 
to what extent. 

(iv) What factoi's are likely ■•to ■ interfere with normal growth. 

We propose to deal with the advisability of- reducing some of our 
rates of duty iii a separate note,' 

3, The only figures Sir Walter Layton has quoted in support of 
:Ms views are those at the foot of .page 22-1, which are taken from the 
‘■'It-tvieW' of the Trade of India for ■1928-29 published by the Director' 
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(Steaeral of Gommereial Intelligenee. The table from which he quotes 
is the following : — 

( In -crores of Rupees. ? 



1913- 
: 14. 

i 

1920- 

21. 

1921- 

22. 

1922- 

23. 

1923- 

24. 

1924- 

2o. 

1921)- 

26 

1926- 

27. 

1927- 

28. 

: 1028- , 
1 •29. 

I 

Importe 

183 

142 

[-■ 124: 


120 

137 

! 143 

i ' 

: 106 


1 

feSisol 


■■244; 

172 . 

382 

214 

: :. 240,: ^ 

.;'.:250' 

246 


248 

260 

Total trade in 
merchandise, 
excluding re- 
exports. 

427 

314 

306 

352 

360 

:,';3S7:: 

389 

384 

429 

460 


In thiB table the yakie of imports (and exports) for each year is ex-* 
pressed on the basis of the declared values for goods under the same 
head for 1913-14, so that the table compares the volume of trade in- 
stead of its total value. It would be a very laborious task to attempt 
to check all the Director General.'s figures, which only purport to be 
rough approximations, but we have worked out, independently, esti- 
mates for the 1923-24 and 1928-29 imports based on 1913-14 prices. 
The method we have adopted is to divide the Trade Eeturns into two 
sets of heads : 

(a) Those for which quantities are recorded for all three years 

1913-14, 1923-24, and 1928-29 : 

(b) Others. 

We have calculated values on the 1913-14 basis for each important 
head under (a) for each of the years 1923-24, and 1928-29, and have 
then compared the resultant totals for (a) with the actual recorded 
values and reduced the actual totals under (b) in the same ratio. 

4. The following table compares the results of our calculations 
with the Director GeneraPs figures : — 



191344.'; 

1923-24. 

1028-29. 




Crores. 

Crores. 

Crores, 


» 

128 

158 

104 ■ 


(S) 

66 

70 

80 

Aetiiais . . ^ 







183 

^ 228 

2S3 



128 

. 84 1 

• ' 117 



55 

38 

64 

Eesuite on 1913. 14 basis i ~ i 






183 ’ 

^ J22 

- 

~1m : 

Bireetor Genemfs results on 19ISrl4 basis , 

183 , 

120 

190 





ThCxSe resiiltej readied indepeiicleixtly and possiblj by dijfferent 
raethods, are in sniScientiy close agreement to justify reliance on the 
Director CxerieraFs figures to the extent .that we may assume (a) 
that the volume of trade has increased since 1923-24 by about 50 per 
cent, .to approximately pre-war level, (h) that the rise in these six 
years was contiinioiis, and (o) that it was most rapid between 1926-27; 
and -1927-28. 

5 . The existing projects which Sir Walter Layton considers will 
provide an additional stimulus to the import trade are, (a) irrigation 
schemes; (Ij) railway extensions, (e) road improvements and 'exten- 
sions, and (d) eonstriiction of harbours. In the present State of 
worH-markets, with almost universal over-production of agricultural 
products and low prices, it seems doubtful whether the bringing 
of additional areas under eultivation is likely to make for imy great 

^improyeiiieiit in the import trade. - The value of India’s exports- of 
** GraiiL pulse, and flour’’ has fallen from 65 crores in 1924-25 to 
34 crores in, 1928-29. In' fact if we tahe nett values (i.a., after deduct- 
iiig the value of imported grain) there was a difference of no less 
than 41 crores. With this difficulty in marketing it seems highly un- 
likely that increased production of grain in India will stimulate im- 
ports. The demand for Indian cotton or oil-seeds has shown no ten- 
dency to increase in recent years, and everything seems to point to a 
long series of lean years for countries whose exports are mainly agri- 
eultural 

6. We understand that the present railway programme is normah 
That is to say that it must be treated as one of the ordinary factors 
in the growth of trade, and not likely to be any more effective in the 
next ten years than in the past ten. It does not constitute a reason, 
for anticipating a more rapid growth than in the immediate past. 
Eoad improvements and extensions will necessarily have a direct effect 
on our revenue from cars, tyres, and petrol, but improved internal 
transport facilities can do little to stimulate trade so long as the 
external demand for agricultural products remains weak. The con- 
struction of new harbours should have a slightly stimulating effect, 
but it must not be forgotten that they will very largely be sharing in 
the trade of existing harbours at the outset. 

7. We now turn to the inferences to be drawn from the figures 

which Sir Walter Layton has quoted from the Review of the Trade of 
India (paragraph 4 above). He assumes without further investiga- 
tion that the volume of trade will continue to grow, and ignores cer- 
tain very important considerations. The first of these is that it is 
only the revenue from specific duties which is directly proportional to 
the volume of trade. For ad. valorem duties we have to look to the 
value aiKi>,not to the volume. '' .We have also to remember , that our 
import trade includes a large proportion of ■ duty-free goods, ■ W® 
deed to examine our import' revenue in 'more .'detail, and for this pur- 
pose, we propose to omit — ^ . ' ’ / ' 

, ' (a) Salt, '■ ■ / . , ’ ' ' ^ 

, {!)) Government Stores, ' 

ie) Kerosene and , 
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©ur reasons for eiclnding kerosene and petrol are that it is useless 
to consider tlie import, and excise duties separately. We shall, there- 
fore, deal with them together in a later paragraph. 


8. In the following table we show how 

our revenue 

was 'derived 

m 1923-24, and 1929-30. 

imM. 

1929^39. ■ ' 


Lakhs, 

Lakhs. 

Duty on GoYernment stores 


57 

Duty on keMene and petrol 

114 

181 

Specific duties (reveime) 


1,422 

Specific duties (protective) 

247 

241 

Ad mlm'em duties 

. 1,979 

2,194 

Total import duties (excluding salt) 

. 3,178 

4,092 

It is instructive to compare this table with the following 

table which 

diows the values under the various groups 

1923^24. 

1929-30. 


Lakhs. 

Lakhs.- 

Government stores 

957 

891 

Kerosene and petrol 


618 

Goods liable to specific duties , . 

. 3,634 


Free good* . . . . . , 

. 2,829 


Goods liable to ad valorem duties . . 

. U/}96 

15,877 

Total . . 

. 23,608 


9, The i.f]erease of 639 lakhs in specific 

duties (re VC 


doubtedly due abuo^jt entirely to the fall in 

prices. Sugj 

ir alone ha^ 


contributed 537 lakhs towards this figure, tobacco is responsible for a 
further 60 lakhs, and liquor for 28 lakhs. Sugar has reached a very- 
low price-level and has recently been subjected to an additional duty. 
A substantial portion of the. increase under tobacco i;i due to the 
raising of the rate on unmamifaetured tobacco. At the old rate the 
1929-30 revenue -would have been 35 lakhs less. Prices Isave fallen 
considerably and ax'e not likely to fall much more, so that v/a cannot 
look for much additional revenue under this head. In any case the 
tobacco revenue -will have to be considered in conjunction with the 
tobacco excise, if introduced. There has been no steady rise in the 
liquor duties. The following are the figures for the* last eight 
yeara : — 


1922-23 
; 1923-24 

1924-25 
1 1925-26 

■ 1926-27 

1927-28 
' 1928-29 




Lakhs. 

235 

■226 

250 

254 

261 : 
256 
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The additional indirect taxation on liquors imposed bj the proyiaces 
has served and will continue to serve to prevent any substantial in- 
crease under this head. It cannot, therefore, be said that recent 
jigures suggest any substantial improvement in oui' revenue from 
iftpecifie duties. The newer specific protective duties wiU no doubt 
secure additional revenue at first, but eventually they are bound t® 
lead to a reduction, if the protection achieves its aim. 

10. It is very significant to note that, although ad valorem duties 
have increased by nearly 12 per cent., the value of the goods on which 
they are assessed has only risen by a little more than one per cent. 
This refiects the reduction in the trades in cotton yarn and piece- 
goods on which rates of duty were low, and a corresponding increase 
in other trades, paldieularly motor vehicles. Nearly half the increase 
in the revenue from ad valorem duties is accounted for by the trade 
in motor vehicles and accessories. We shall reveii; to this point later. 
We will merely emphasize here that in 1929-30, apart from motor- 
vehieles and tyres, India has actually spent less on im^jorted goods 
assessed ad valorem than in 1923-24. The small increase in th.e 
revenue is due to the change in distribution among commodities, a 
tendency which is not likely to develop much further. The figures, 
therefore, give no ground for anticipating a steady increase in the 
future, , 

11. It seems to us that in oi'der to make any foreca>st for the 
fixture, on the basis of past experience, what we have to look to is the 
amount of wealth that has been available for the purchase of imported 
commodities, that is to say the total duty-paid value of imported 
goods. In the following table are displayed figures for ten years 
which we consider highly significant. They include all merchandise 
except Grovernment >stores and treasure. 



Value 

Duty 

Total 


crores. 

crores. 

•rores. 

1920-21 

. . 333 

23 

356 

1921-22 

. . 265 

28 

293 

1922-23 

. . 231 

34 

265 

1923-24 

. . 227 

32 

259 

1934-25 

..245 

38 

283 

1925-26 

. . 226 

38 

264 

1926-27 

. . 230 

39 

260 

1927-28 . 

... 248 

39 

287 

1928-29 

. . 252 

41 


1929-30 

. . 239 

41 

.280 


it cannot be said that these figures contain any evidence of a steady 
rise in purchasing power. Nor do the figures for our export trade 
furnish any very great encouragement. For the last seven years the 
volume of the export trade has remained at about pre-war level (see 
table in paragraph 3), and the total value of exports has fallen from 
^ S49 crores in 1923*'24, and 385 ini, 924-25 to' 330 in 192849, and 311 

iimm... ^ ‘ ■ ’ ^ 



' 12. 'We have examiiieci the returns carefully te see if there 'are 
any trades, particularly, trades of 'recent growth, wliieli hold out pro- 
mise of contimied and specially rapid increase. t)iii‘ re^’enue from . 
cinematograph films is still only 5 laMis annually and its growtti has 
been retarded by the increasing proportion of films made in India. 
The only promising trade of any magnitude* is the tr^ide in motor 
vehicles, accessories^, and fuel. Our revenue from these is dis- 

played in the following statement : — 

(111 Iriklis of Rupees, I 



1923-24. 

1924-25. 

I 

1 

1925-26. 

I ' 

1 

i 026-27. j 

j 

i 

.1927-28. ^ 

il)2S-29. ‘ 

i 1 

i ; 

i ' 

1 1929-30. 

1 


Rs. 

Rs. 

' Rs. 

Ra. 

i 

lis. i 

1 1 

! Rs. i 

> 



Rs. 

Motor^ vehicles 

78 

85 

118 

123 

1 

. 1 

135 ! 

131 

Tyres 

29 

■ 28 

: ' 46 

39 

1 30t 33 ^ 

1 1 

3T 

Petrol (excise) 

65 

„79 

1 77 

Ufi 1 

1 '121 

1 153. j 

282 

Petrol (customs) . . 

- *• 

; 



1 . . ’ 


: 16 

Total (motor trades) 

172 

192 

241 

258 ' 

i 263 i 

f- 1 

323 ! 

466 

Less one-third of pet- 
rol duties credited 
to the road-fund 


' . . ■ 1 

■. \ 



1 

1 


99 

Net .. 



■ ■ i'. 


! i 



13. (Jhanges in, the rates of duty, ’falling prices, and t'fie erection 
©f assembly plants in Bombay tend to disguise the real growth of the 
trades. The figures for tyres, moreover, are affected by the much 
greater durability of tyres produced during the past three or four 
years. The consumption of petrol is the fairest indication of the 
growth of these trades. The rate of duty wuis lowei'od from six annas 
to four caiinas from. 1925-26, and again raised to six from 1929- , 
30, At the four anna, rate the revenue from pv frol would have 
been — ' 


1923 - 24 - 

Ukhs. 

44 

J-’er entago 
increas*''. 

1324-25 

■ 5S 

20 

1925-26 

' .. '77 

jfi 

1926-27 

96 

25 

1927-28 

' .. 121 

2 () 

1928-29 ... 

, . . . 155 

, '28 

1929-30 

.. .. 199 

.28 


* These jSgures are approximate. The' Roventie Return’? do not separate motor ' 
vehicles and accessories assessable at 1 5% from other vehicle and accessories similarly 
aasoased. Th© Trade Returns, on the other hand, lump to<r-;.t.her all motor at'Coworiw 
whether assessed at 15% or at 20%.,'. ^ 

t Duty reduced from 30 to 20%. 

t Duty on pneumatic tyres 'reduced to 15%. Previous ilgures for pnmsiaatie 



These figures suggest an increase of 28 '-per cent, in the petrol rmmm 
annually. 

lA, If we take the 1929-30 nett petrol revenue at 2 erores, the 
figures for the next ten years at this rate of increase would be — 


1930-31 


Lakhs. 

256 

1931-32 


328 

1932-33 


418 

1938-34 


534 

1934-35 

■ • . - ■ . ■■ ■ ■ 

680 

1935-36 

... 

858 

1936-37 


. . 1,080 

1937-38 


. . 1,382 

1938-39 

. ■ ■ 

. . 1,770 

1939-40 

. . . 

. . 2,260 


phis 25 O 6 O 

with half these amounts accruing annually to the road fund. This 
estimate is undoubtedly much too high ; we, therefore, give below an 
estimate based on an annua! increase of 15 per cent. It is, we siiggestj 
reasonable to take a percentage increase each year rather than a fixed 
amount, since the expenditure on roads will grow with the nett re- 
venue. 





Lakhs. 

1930-31 


. . 

230 ■ 

1931-32 



274 

1932-33 



305 

1933-34 



347 

1934-35 



. . 398 

1935-36 



458 

1936-37 



529 

1937-38 



605 

1938-39 



. . 695 

1939-40 



800 




i,6., plus 600 


’ . ‘ 15. 'Cars are imported partly''. iu' .replacement of ears serappeci. 
If we assume . that the proportioii-'bf :,veliicles''imported to those scrap-' 
ped 'is constant, the number .imported" in any year should be roughly 
proportional to the, increase in the petrol consumption, which again 
is assumed to be proportional to-, the '.Consumption in the^ previous year. 
Tyre consumption should also 'he; roughly p.roportional to. petrol eon- 
, sumption, so that by 1989-40 should ,be getting four times (131 +• 
,' 37 ) lakhs, i.c., ,an additional 504';lhBls,- which with the' 600 kkhs.om* 


petrol give a total of 1,104 lakhs. Sii* Walter Layton credits Burman 
consumption with 25j215ths of the present petrol excise. Applying 
this figure, which appears reasonable, to the total that has been arrived 
at above, we obtain for India, excluding Burma, an increase of 976 
lakhs. 

16. The above estimate is based on the very arbitrary assumption 
that we shall have an average annual increase of 15 per cent, in the 
petrol consumption. We have suggested reasons why a percentage 
increase is more iikely than a fixed increase, but we may compare our 
result with that of an annual fixed increase of 44 lalths which repre- 
sents the difference (at 4 annas a gallon) between the 1928-29, and 
1929-30 receipts. This would give us in ten years an additional 
revenue of 440 lakhs from petrol. A similar increase of 220 per cent, 
on ears and tyres would give us an additional 370 lakhs, i.e., a total of 
810 of which the share of India (excluding Burma) would be 716 
lakhs. 

17. We have still to consider the kerosene duties. The following 
table shows the revenue for thev past, seyen years 



1923-24. 

1924-25.;. 

H2§-2e^i 

1926-27. 

1927-28. : 

1928-29. 

1929-30. 






m. 





102 



102 





95 

98 

98 

105 

97 

92 

98 


197 

1 

225 

207 

246 

2d5 



There has been an annual increase of approximately 11 laldiSj almost 
all derived from customs revenue. This is equivalent to an increase 
in annual consumption of 7 million gallons or, say, 6.2 millions in 
British India alone. The increase in consumption in British India 
between 1913-14, and 1928-29 was 51 million gallons, an average of 
8.4 millions annually. A fair estimate for the future would be 5 
million gallons per annum, and if it is decided eventually to equalize 
the excise and customs rates of duty (say at 2 annas per gallon) we 
may take 10 million annas, i.e., 6 J lakhs, as the average inerea.se for 
the next ten years, i.e., about 62 lakhs increase by 193940. 

18. To summarize, we suggest the followdng as likely increases in 
customs revenue, including the two excises which are cla.ssified as 
customs revenue : — 

Crores. 

B’rom kerosene . . . . . . 0.6 

, From motor and allied trades (including petrol) 9.8 
; Prom other sources ; . ' ■ . ml 


Total 


10.4 




If the asSTunption made in paragraph 16 

in paragraph 15, the estimate will be reduced to 7.8 crores. 

. 19. There remain to be considered the ex raneous 

flnences on the revenue. The most important of these are 

(a) .Scanty rainfall, ^ ^ , f 

|i|ji||||i|ii|Sed-purchasmg::pb^er 

taxation, 

'®l:Sp 1 «|eJlPGlitical unrest.^. ^ 

The motor and allied trades are among those least “ S^°aiitioS 

any of these influences, and we believe our ^Jimate to be ^ 
enough to provide for risks under the first 
must necessarily remain an unknown f 

kerosene also errs on the cautious side and may, wetonk be ac^ptea 
S allowing 4 set-backs. Similarly, we shall not be unMy timid fl 
we assume no decrease under the customs revenues, ^eno^s politic^ 

disturbances may, of course, completely f “a 

thev should not do so unless they are so serious as to alter 

the syi' of government for which these financial arrangements aie 
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. APPEND JX 11. 

'Extract from a note by the senior Meaibek of the Cbnteal Board 

OF EtEVENUE on the lowering of the taxable ANB 

STEEPENmO THE OEADATION OF TNOOAIE-TAX. 

4. Lmmrmg . of taxaMe , minimmi— (Paragraph M67). Sir 
Walter Laytoii rngge^^ta that the .exemption, limits both for iiieome-tax 
md super-tax (I&.' 2,000 and Rs. 60,000, respectiveij) are too high 
and shonid be lowered, but has made no specific recoHimendation. The 
exemption limit for income-tax was raised to Rs. 500 in 1886, to 
Rs, 1,000 in 1903, and Rs. 2,000 in 1919. I do not suppose that any- 
body would propose that the limit should be placed lower than 
lis. 1,000, If it were proposed to lower the exemption limit, it seems 
to me that it would be difficult to resist a demand, wliieh has been 
made even under existing conditions, that allowances should be given 
for wives and children. ' As the 'Taxation Enquiry Committee 
observed,' practically every ..taxpa^mr in India is married, whereas in 
England there is a large number- of .unmarried persons of both sexes 
. yrho'pay income-tax. With reference to Sir Walter Layton’s sug- 
gestion that the exemption limit- for-, income-tax in India is high, the 
absence of any allowance ^ for 'wives of 'children or for earned income 
must not ije'-OTcniooheci- , Ais-'-a •■matter --of 'fact, for a married man, 
.even' %vithoiit children, ’the/exemjption limit in England (£225) is 
higher than the exemption limit ih-’ India, The exemption limit 'pro- 
posed in the draft Ceylon Ordinance, it is interesting to , note, ,, is 
.Rb, 2,400,- and it provides ''for a-, personal allowance of Rs. '2,000, an 
alhnvnnee of Rs. 1,000 each for. -wife and family (whatever the niim- 
'ber of ■ children), and ah earned’ •income allowance of l|5th of the in- 
come, subject to maximum allowance of Rs. 4,000, I presume ihat 
the economic conditions in Ceylon are not so very different from tho>se 
'in India, though probably -the general, standard of wealth is higher; 

' 5. It is also worth mentioning that although the assessable limit 
in tlie castf of a single person is somewhat Jiiglier in India than in 
England, the percentage taken as tax of the lower incomes in India, 

^ if may rely on the tables '-at" the end of the draft Ceylon Ordi- 
' nance, wiiidi were prepared. by an. expert from Somerset House, 'is 
actiialiv higher— and a great deal higher— in the ease of earned in- 
. comes in India than, in the United. Kingdom, even if for 'the purposes 
of comparison unmarried- persons m the.United Kingdom are taken,' 
Theytable shows the. following’. .pereentages : — 

" ■/ ' Income — all tarmd. 


' , ^ . British India United .Kingdom , 

(all dasses). (single p3r3.>n3) 

■Rs. Rs. 

Income Rs. 2,400 - ■ ’’62.5 20 

Income Rs. 2,500 ■ . r , 65.16 28.33 

Income Rs. 3,000 ’■ , / ' ,78.13 70 


Even where, the income is- all.-tnaearned, the tax on an. income of 
'Rs. 2,400' for all classes of ^asaessaes other than companies §nd re- 



^istered firms, is Ks. 62.5 in India -agaiiiBt Es. 60 for a single person 
m tfee United Kingdom. 

' \ 6. The objections to introducing allowances for wives and child* 
ren in India are obvious. As already stated, they would be ad« 
missible to the vast majority of individual tax-payers, and, therefore 
very costly. Great difficulties would arise in applying such a system 
' to the 'Hindu undivided family. It would probably be necessary to 
give it a higher exemption limit. There wculd be much more room 
for fraud in connection with these allowances than in a country vvith 
a highly developed system of registration of marriages and births. 
To cheek such frauds, inquisitorial investigations^' into the domestic 
'tffaiis of assessees would he necessary. These would eaime much 
'worlv and intense friction. It is highly desirable to restrict the body 
of disputable facts on which the Income-Tax Officer is required to 
pronounce a decision, but it wvould be quite unsafe in present cir- 
cumstances— in a large number of eases — ^to admit an assessee^s claim 
that he had a certain number of children without proof, or to accept 
evidence on such a point v/ithout verification. This is probably why 
in the Ceylon Draft Ordinance a fiat allowance for a family irrespec- 
tive of its size was proposed. That would of course get over the 
culty to some extent, but in a rather rough-and-ready manner, 

7. Steepening the gradation between Bs, 5fi00 and 
Es, IfiOfOOO — (Paragraph 267). Sir Walter Layton says that there 
is considerable scope for the steepening of the progression of the 
rate of tax on incomes between Ks. 5,000 and Rs. 1,00,000, We 
criticized a similar proposal of the Taxation Enquiry Committee in 
our note, dated 25th December 1925. We there pointed out the 
objections to imposing additional taxation in the particular zone that 
the Committee's proposals aifectecl, namely, that including incomes 
between 15,000 and 29,999, at all events unless simultaneously ■ an 
aliowaiiee were introduced on account of earned income, since most 
•.earned incomes: (salaries and prof essio.iial .incomes) .fall-.iii. that .zone,.,.,. 

and incomes in that zone are iii.aiiily salaries or professional earnings. 

8, At' present the ineome-tax gradation stops at Es. 39,999. All 
ineoraes of Rs. 40,000 and over pay the maximum rate ; at present 
one aririH iiml 7 pies in the rupee. Sir Waiter Layton apparently 
proposes bofb to steepen the present gTadation from Es. 5,000 to 
Es. 40,000 and also to continue this rising scale of rates up to a lakh. 
The iBaximum rate of income-tax will thus be -very much higher than 
at present and tlic present maximum will be reached somewhere be- 
low Rs. 40,000. Simuitimeoiisly, the super-tax limit is to be lowered 
to, say, Rs. 30,000 or even Rs. 40,000, but the rates of super-tax m 

' Inmmm cxccecling one lakh are not to be increased. There wil, it 
seems to me, be diffieuities about .companies and firms. If the maxi- 
mum rate of iiic.oimvtax, whatever it may be, is imposed on all com- 
panies ami firms, there will be a large 'increase in the number of .re- 
firi.ri,ds owing to the extension of the -gradation. If the maximum 
rate, is nut m Imposed, it would be necessary not only to give refunds 
' in eases, but aisci to make •supplementary assessments in otherSy 
•, im example, on stiiircholders'in companies, a most undesirable complt 
Oa the other hand. It- may not be thoiiglit desirable to impose 



additional taxation on the nndistribtited profits of companies, at aH 
events ; and objection would, no doubt, be raised to imposing (though 
subject to refund) a very much higher rate of tax than the present 
TnaTrirontn on petty firms including all whose income exceeded 
Bs. 1,000. jEven at present rates we have been attacked on thi* 
ground, though not always with understanding. 



APPINDIX III. 

Esotmates acooeding to Sm Walteb Layton's schsmb. 


Statement I. 


Central Government. 


— 

Budget 

1929-30 

(including 

Burma). 

1929-30 

(excluding 

Burma). 

1940-41 

(excluding 

Burma). 


oeBtral Beveime — 






C^BtOIBS V V*4 

'esbi'Zi! 

47-91 

54* 00(a) 

(a) Growtk ol 
revenue 4-7*60 

Loss of reve- 
;,nue; ' on ; 

reign liquor — i * 50 

Imcmjae-’ta.x 

16-60 

14*75 

14-00(6) 

(b) Growth of 
revenue -|“5-00- 

Transfer to 

provinces . . — 6«00 

iSaH) 

6-SS 

6*00 



Oommerciai stamps 

•• 


2 '00(c) 

(c) The estimate in 
the body of the re- 

Or4er taxes 

1*19 

109 

1*09 

port is 1*60, but 
the figure given in 
i the table on pa ge 36 1 
is +2*00. 

Total taxes » .'• 

75-36 

69*75 

71-09 


' '''Railmys (net)’ 

6' 25 ' 

6*00 

6‘00 ' 


Opinm (net) 

2*36 

2*35 

•* 


CkoTency and mint 

2-35 

2*35 

2*35 


(net). 





‘Tribtites from Indian 

-74 

' '*74 

.‘74 


States 





#^er-tecelpts (net). . 

1-17 

M7 

. 1*32 


' Total , 



88-22 

82*36 

,81*50 ’ V 





iSi 








Budget 

1929-30 

1929-30 

1940-41 



(including 

J (excluding 

; (excludino 



Biutna), 

' Burma). 

Burma). 


Central expenditure— 





Defence (net) 

Debt cbar^es (net) . , 

65-10 

52*10 

45 'OOi a) 

(d) Saving of 7 erores 

anticipated. Of 

12-14 

10-14 

10*14 

this 3 erores will be 
absorbed by the 

Ci-vii administration 
(net). 

11-56 

10-20 

i3-on(d) 

growth of ciTil ex- 
penditure. 

Doss on post ofHce. ir- 

•S9 

•39 

•33 

JrijE?ation, and forests 


Cost of eoilection 



v^; 'SfJ2-U 


: Ci^l works (net) 

2-41 





'' , 2-78 

2-48. 

. 2-48 J 

ipiiwijiiii 

Other expenditure 



' 1 , 


Surplus from separa- 
tion ol Burma. 


liSSiii 




ililiiii 

' ' . 

ilBilHl 



siiiiill I 


4-50 


'I otal 

88-22 

82-38 

81-50 




m,:- 

Statement 11. 

Provincial Estimates : 1929-30. 


- — 

Madras. 

■ : 

Bombay. 

Bengal. 

Ah* 

P 

.y: 

*§* 

:P, ;■ 

o 

p- 

Ah' 

d 

i 

«9 ’ 

03 

ce 

Total* 

jRevenm, 





. :y": 





Land revenne 

6*21 

5-12 

3-24 

7-10 

2- 82 

i*75y 

2*45 

1-24 

2,0*93 

Excise 

6’ 54 

3-89 

2-25 

1-37 

im' 

1-90 

i-2S 

•64 

18-17 

Stamps 

Kegistration 

2-56 

•37 

1-77 

•12 

4-22 

•41 

1-79 

•14 

i-21; 

•09 

'1*11 

•IS 

:;-75, 

•08 

•22 

•03 

13-63 

,:yl*42'; 

Scheduled taxes 

•• 

•21 

•18 




•• 

•• 

•39 

Total taxes 

14-68 

IMl 

10-30 

10*40 

5-42 

4-94 

4-56 

2-13 

63-64 

Forests (net) 

•10 

•26 

•14 

•24 

•04 

•01 

•16 

•18 

M3 

Irrigation (net) 

•23 

— 42 

— 04 

•09 

3*09 

— -05 

— 32 

— 01 

fMM: 

Other sources 

1-38 

3-18 

i-07 

1-03 

2-27 

•62 

*43 

•26 

10*24 

Total 

16-39 

14-13 

IMl 

11-76 

10*82 

5-52 

:4*8sy. 

".•2*'56: : 

y;77-:i2:} 

Mxpendilure, 

Land revenue and 
general adminis- 

'v:; V' 

2-83 

2-97 

1-91 

2-46 

1-59 

'■l-'02 

1 1-04 

•50 

14 ‘32 


2 01 

1-79 

2-17 

1-75 

1-22 

:'+:''+'85v 

•62 

•30 

10-71 

Jails and justice . . , 

1-33 

''''vy 

V;;,-99. 

1-49 

1-16 

l-07y,: 

'i'y'm 

>44 

•17, 

7*27 


i-01 1 

2-06 

— 01 

•63 


•02 ' 

— 05 

i 

— 01 

3-43 

Fensions . . . . | 

•70 ' 

•71 

•80 

:';'-64 j 

‘36 

*30 

' 25 

•10 

3*86 

Education 

2-69 

2*il 

1-48 

2-04- ' 

i-75 

•92 

•50 

•33 

11-91 

Medical and public 

health ' . , 

1-44 

-91 

1-00 

•68 

81 

•54 

•21. 

-22 

'5*81: 

Agriculture andindus- 
, 'tries ■ 

•66 

-33 


•54 

• -73, 

•28 

•23 

•10 

3-28^ 

CSvil .works 

2-41 

1-64 

•f/8 

-52 

1-84 

•83 

•87 

r76 

9-85 

C^'er . . » , ' 

i-40 

•90 

^96 

-66 

•62 

*40 

*34 

' -23 

5*66- 

Total 

16*54 

14- 41' 


H-08 

9-77 

5*87 

4-54' 

2*70 

76*10 

imrplus 4* • . ' 

* • 



+ •68 

4-1*05 

i> * . 

+ •29 

. . 

+1-02 

iOeficxtr*** • . « 

— 15 

--*28 . 

—08 

-• 


j — 35 


14; 
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Statement IH. 


Provincial Estimates 1940-41. 



Madras. 

. i* 

rO 

i 

m 

1 . . 

Bengal, 

Pm 

P 

■§ , 

f i 

1 

6 

PQ 

d 

Assam. 

Total. 

Kevenue as on pre- 
vious page 

1 

16'39 

14*13 

11*11 

11*76 

10- 82 

5*52 

,v,, 

4-83 

2-56 

77*12 

Income-tax on per- 
sonal incomes (a),, , 

<87 

*1*55 

1*64 

*56 

•53 

. *40 

•29 

•16 ' 

6-00 

ISuroharge on income- 
tax {a) 

-45 

*89 


•32 

•27 

■■*18 ■ 

*16 

•07 

3*(K) 

Income-tax on agri- 
cultural income (b) 

•90 

*50 


•60 

•70 

•40 

•40 

miM 

5-00 

f'erminal taxes (c) , . 

1*46 

•66 

1-63 

1-87 

•73 

MS 

•49 

iilii 

8-00 

IProvinoialfund (c) 

2*56 

1*16 

2-87 

2-74 

1*28 

2*08 

•86 

ii®i 

14-00 

Total' i 

22-63 

18*89 1 


17-86 

14*83 

9*76 

7*03 

3*82 

1X3-12 

Bxptfidiiuu. 

Expenditure as on pre- 
vious page 

16' 54 

Pr'lll/ 

11*19 

11*08 

9*77 


4-64 

2*70 

76*l^»‘ 


6-09 

4*48 

7-62 

6 <77 

4*66 


2*49 

M2 

37-02 


(а) Bistribution based on income-tas: on personal incomes in 1928-29. 

(б) Guesswork, 

(c) Distribution based on population, 

(d) It is assumed that loss of roTenue due to transfer of commercial stamps 
{ 1 * 50) will be covered hj the additional excise duty on Foreign Liquor, 

(e) It k assumed that normal growth of revenue will cover normal growth in 
expenditure. 
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Assam 
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APPENDIX V. 

Duty on foreign mquor (vide para. 291 of the Report of the 
Indian Statutory Commission). 

Sir Walter Layton’s proposal is that the Government of India 
should levy an import duty of 30 per cent, ad^ valorem on all foreign 
liquors, and that it should be open to the provinces to levy such addi- 
tional excises as they wish. The practical implications of this, and 
of similar proposals which involve handing over the taxation of 
foreign liquors to provincial governments have been examined and 
there appear, prima facie, to be a number of obstacles in the way of 
any successful arrangement on these lines. 

2. It is an essential feature of the proposals that the provincial 
governments should be free to adopt any policy they wish in regard 
to foreign liquor. At the outset, therefore, the Government of India 
would have to decide what foreign liquor ” should include. The 
main head Liquors ” in the tariff includes the f ollowing articles ; — 


Average 
ad valorem 
ineidenoe 
of duty 
{ 1929 ^). 


Articles, 


1 Ale and other fermented 

liquors. • 

2 Denatured spirit 

3 Perfumed spirits . , 


per cent. 

Rs. 36 per gallon or 15 per 
.cent, whichever is higher. 

Rs. 30 per gallon or 15 per 
cent, whichever is higher. 

Rs. 21-14-0 per proo/ gallon 
or 15 per cent, whichever 
is higher. 

Ditto 


4 Preparations containing 
spirit not tested. 

Ditto tested * 


5 All other sorts of spirit 

6 Sparkling wines 

7 Other wines .. 


Total 


If the Government of India collected only a 30 per cent, duty 
oa those classes on -wMch the ineidenee exceeds that figure, and duty' 
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at the present rates on other classes, the loss to the central reTenn^ 
would be : — 



Laklis. 

1, Ale and other fermented liquors . . 

.. mi. 

2. Denatured spirit 

. . Nil. 

3. Perfumed spirits . . 

1 

4. Preparations containing spirit 

7 

5. All other sorts of spirit 

. . 138 

6. Sparkling wines 

. . 6 

7. Other wines . . ) 



Total 


.. 152 


4. The above tables give a fairly clear idea of what we have to 
deal with, but from the point of view of classification difficulties the 
important item is No. 4. This item includes spirituous drugs and 
medicaments, spirituous toilet and other preparations, and liquors 
and cordials, but not ordinary spirits like whisky, gin, etc., of which 
** obscuration is small. These ordinary potable spirits are assess^ 
under class 5, but the rate of duty on the two classes is the same in 
order that the revenue under class 5 may be protected. Now, for 
the purpose of the local excises class- 5 (spirits), and liquors which 
fall in class 4, are treated as foreign liquor, but spirituous drugs and 
other preparations are not. No Heences ax’e required for their sale, 
no vend fees are collected on them, ahd no permits are required for 
their trajisport. The question at once arises : are they on the one 
hand to be treated as foreign liquor and subjected to provincial 
excise (Inties and restrictions, to the very great inconvenience of those 
who trade in them, or are they on the other hand to be excluded from 
local excise control, and subjected merely to a central import 
duty which, if' it is lower than the local excise duty, may render 
them a danger to the excise revenue ? 

5. Assuming that a solution could be found for this difficulty, the 
next objection that arises relates to the administration of different 
rates of duty, and possiblj^^ of different classifications of liquor for 
duty purposes, in different provinces. The process of assessment 
to duty would be carried out in the province of consumption, and it 
would presumably be necessary for each province to establish one or 
more bonded warehouses into which liquor could be brought after 
clearance from the custom house at the place of import. This would 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
be expensive . and inconvenient. It might be possible for the inland 
provinces to arrange with the maritime provinces for the latter to 
collect their duty for them ; but it would probably be difficult for 
them to arrive at an agreement, fbr rates of duty in two provinces 
and the method of classification of liquors might differ. Incidentally, 
a system of inland bonded warehouses of this nature would mean 


a complete reorganization of tlie basis on which distribution is at 
present imdertaken by the trade. 

6. The principal wholesale dealers at the great ports at present 
maintain considerable stocks of duty-paid liquors which can be 
desnatehed at a moment’s notice to customers in different parts of 
India. Under the new proposal the local Government of the place to 
which such liquors were despatched would levy their own excise 
duty on them, and the wholesale dealer would have to obtain a refund 
from the local Government of the province of original import. This 
would lead to further difReulties and complications. Moreover, if 
the interprovincial transport was confined to liquor travelling under 
bond from one inland bonded warehouse to another in another pro- 
vince, dealers would often find it impossible to implement urgent 
orders from up-country customers owing to the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in the province of arrival. 

7. The danger of smuggling from a province with a low rate of 
duty ipto one with a higher rate of duty is too obvious to need em- 
phasizing. The excise departments, of course, already have to deal 
with this difficulty in connection witli countr 3 ''-liquor ; but with the 
increase m motor-car traffic the danger would be very much greater 
with foreign liquor, and they would probably find it necessary to main- 
tain an expiensive staff all round the borders of each province. 

8. A much more important difficulty would arise in connection 
with Indian States. The present situation, whereby aE foreign liquor ' 
going into an Indian State has already paid Indian customs revenue 
gives rise to no particular trouble. The States’ claim to a share in 
that revenue is merely a part of their claim to a share in the general 
cijstoms revenues arid does not raise any new and separate problem. 
If, however, all the duty on foreign liquor were to be provincialized, 
Indian States would have to obtain their supplies of foreign liquofr 
through one or other of the maritime provinces, and they would cer- 
tainly raise the very strongest objections if they were required to pay 
duty which wa.s going'towards provincial revenues. The alternativ® 
of letting States have their liquors free of duty would creat® 
an intolerable position for the provincial governments, owing to the 
danger of smuggling from the States into the provinces. Nor, would 
any arrangement by which the States agreed to collect duty them- 
selves be satisfactory, owing to the different rates of duty prevailing 
in the different provinces. 

9. The Government of India are discussing these practical diffi- 
culties with the provincial governments, and, if they prove to be 
insoperaldc, alternative method of giving the provincial governments 
a share in the revenue from foreign liquors will be considered. 
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APPENDIX VI. 

Taxation of tobacco (vide paba. 272, Vol. II of the report of the 
Indian Statutory Commission). 

Sir Walter Layton pi'oposal is for a central excise duty levied 
on factory-produced tobacco and. credited to tlie provincial fund. 
He makes no specific recommendation regarding other means of 
taxing tobacco. Those suggested by the Taxation Enquiry Com- 
mittee were : — 

(i) An excise duty on factory tobacco. 

(ii) The lery of a fixed fee based on the estimated outturn 
of places where cigars, cigarettes or pipe or cigarette 
tobacco are manufactured by hand. 

{'in) A system of vend licences leading* up to vend monopolies 
in specified areas. 

Clearly any excise duty to be levied on factory tobacco must be 
uniform and, therefore, central, but nothing would be gained by 
insisting on uniformity in the fees to be levied on hand manufacture 
or in respect of vend licences. >Sucli forms of taxation should 
...remain, as they are at present, purely provincial. 

2. A well-organized .system of vend-fees, particularly if these 
were based on sales, might prove a fruitful source of provincial- 
taxation, {md this is a line of action deserving*, of further study, 
althougli it must be realized that such fees would obviously have 
to be credited to the province of collection and, therefore, do not 
exactly fit into Sir Walter Layton’s scheme. On the other hand, 
the prospects of an excise on factory products are not as bright as 
they appear at first sight. It is true that, as stated by Sir Walter 
Layton, the consumption of tobacco in the form of cigarettes has 
grown rapidly. It is not equally true to say that there has been a 
'Similar growth in the consumption of pipe tobacco and cigars, 
Such evidence as is available suggests that these are being steadily 
replaced by cigarettes. 

3. The annual production of cigarettes in India was estimated 
by the Taxation Enquiry Committee at about 4,500,000,000, and 
the tobacco used in their production may be estimated at about 
10,000,000 lbs. About half of this is imported tobacco which already 
yields import duty amounting to 75 lakhs per annum. Import duty 
is also levied on the cigarette pajjer, which is all imported, and on 
most of the tinplate and paper and card-board used for packing. 
The Indian cigarette industry; is thus already paying some 80 lakhs 
ef duty annually. This is equivalent to about Es. 1-13-0 per 
thousand cigarettes. At present no definite information is available 
as to the average prices at which these cigarettes are sold, but we 
believe it to be not much mori' than Es. 5 per thousand, so that the 
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incidence of thi^s taxation is, even now, probably more tlian half 
that or tlK duty on imported cigarettes which averages about 65 per 
cent, ad valorem, 

4. Even in these circumstances the Indian factories find it 
difficult to compete, in all except the very cheapest brands, with 
imported cigarettes, and the largest manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extension 
of their activities. It is fairly clear, therefore, that any increase 
in the taxation of the local product, to be remunerative, must be 
accompanied by an increase in the import duties which at present 
press most heavily on the cheapest brands impoi'ted. The problem,, 
therefore, resolves itself into a decision as to what further increase 
our import duties can bear without checking consumption to such 
an extent as to reduce revenue. This question needs further inves- 
tigation which will involve the collection of much more detailed 
information than is at present at our disposal, information which 
will take time to collect. All that can be said at the moment is 
that Sir Walter Layton ^s estimate is much too high and that a sum 
of two crores is not too cautious an estimate of the probable annual 
revenue, after 10 years, from an excise duty cn cigarettes. 

5. These considerations raise the question whether in order to 
avoid a clash bet\¥een provincial and central interests, it will not 
be convenient to include in the provincial pool the proceeds of tbe 
import duty on all articles subject to a central excise duty col- 
lected for provincial purposes. Sir Walter Layton, for obvious* 
reasons, contemplates this course in respect of the salt tax, and iir 

»inay prove desirable to extend it to other taxes of a similar nature. 

6. The cheaper classes of cigarettes are sold in competition with ^ 
lidh which consist of dried countxy tobacco rolled in leaf instead 
of paper. There is a very large consumption of this form of tobacco* 
which, formerly, was produced entirely as a cottage industry. 
Recently factories have been started in certain provinces. No 
information is at present available as to their output, nor as to the 
amount of tax that would have to be applied to factory-produced 
l^idis to protect adequately an excise duty on cigarettes. These 
again are matters for which special and detailed enquiries will 
be necessary- It is, however, unlikely that revenue from this source 
would contribute largely to the proposed tobacco excise. B'or the 
smaller Udi factories where mechanical power is not employed it 
has been suggested that revenue might be derived fx*om a system 
of manufacturing licences. Such iwenae would naturally be cre- 
dited direct -to the provinces in "which it is collected. 

7. The provinces who have been consulted in the matter do not 
as a whole favour special taxation of tobacco cultivation. 

8. Whatever final conclusions may be reached as to the best 
Method of obtaining further revenue from tobacco, it is doubtful 
whether anything can be done. in this direction in the near future 
An agitation against smoking, and in particular agai,nst cigarette- 
smoking, has been a prominent feature of the i*eeent uolltk'al 



situation in many parts of India, and the general economic deprp* 
sion has given the movement considerable force. The import duties 
on tobacco for the first four months of the current financial year 
are less than half the normal figure, and any increase in taxation 
at the present Juncture is likely to result in a set-back to the trade 
#Mch may seriously prejudice the prospect of making it an ^increas- 
ing source of revenue in the future. 
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APPENDIX VII. 

Excise doty on matches. 

(Vide paragraph 273, Vol. II of the report of the Indian Staluiory 

Commission.) 

Sir Walter Layton recommends an excise duty at the rate of 
the present import duty and considers that it should yield about 3 
crores. This implies an annual consumption of 20 million gross 
of boxes. It was only at the beginning of the past decade that the 
manufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war the aimual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
and Swedish matches. During the war there were very large imports 
of inferior Japanese matches, and the highest figure reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely responsible for the increased consumption. The 
consumption is bound to react to any considerable increase in price, 
and it would not be safe to rely on a consumption of more than 15 
million gross annually. 

2. An important factor which will militate against the success 
of an excise duty of this nature is its almost inevitable unpopularity. 
Although, no doubt, there is specially heavy consumption of matches 
among smokers, the bulk of the match consumption is aeeounte'd 
for by other purposes, and the burden of the greater part of the 
tax will he fairly evenly distributed over the whole bulk of the 
population. Thus every objection that can be or has been raised 
against the salt tax can be raised with almost equal force against 
a duty on matches. It is a tax, moreover, whose effects will be 
much more strikingly apparent to the consumer than the effect of 
a rise in the salt duty for reasons which will appear from what is 
stated in the following paragraph. Further, it is a tax which can 
be resisted much more successfully than the salt tax. Economy 
in the use of matches can be practised in numerous ways and would 
undoubtedly seriously affect the revenue if any agitation against 
the tax took place. 

3. Sir Walter Layton endorses the view of the Taxation Enquiry 
Committee that “ care should be taken to fix the tax at such a level 
as to absorb as far as possible (into the Exchequer) the whole of 
the increase in price ”. It is here that the difference in the general 
standard of living between Indian and European countries makes 
itself felt. In India a considerable proportion of the matches 
consumed are sold by the single box, and a further large proportion 
m lots of three boxes. The present ordinary retail price is one pice 
per box or two pice for three boxes. It has been calculated that 
the maximum duty t^t could be imposed without affecting the 
pmce of single box^ iis four annas per gross. Such a duty would' 
mmost certainly have the effect of raising the retail price of ihree ’ 
boxes from two pice to three. Thus while the duty would only bripg 


in about 37^ lakhs, it would be universally felt» If the duty were 
at a higher rate than four annas, the retail price per box would 
probably advance to two pice, and unless the duty were raised t# 
a figure of from Rs. 2-4-0 to Es, 2-8-0 per gross boxes, the greater 
part of the increase in price would go into the manufacturer 
pockets. In other words, there will clearly be great difScuity in 
making a tax conform with the condition that it shall not further 
enrich the manufacturers when it is applied to an article commonly 
sold retail in quantities whose price is the smallest convenient unit 
of coinage. It may be observed that the higher rate of duty, which 
would correspond to a retail price of two pice per box, is higher 
than the rate imposed in many European countries. 

4. There are various methods by which a duty of this kind 
might be collected. The one favoured by the Taxation Enquiry 
Committee is the application of a label in the form of a banderol 
which must be broken before a box can be used. There are obvious 
difficulties in the way of applying this system to imported matches, 
and other methods are under consideration. Another grave diffi- 
culty will be the possibility of manufacture in Indian States, and 
it seems certain that before the tax can. have any chance of success, 
agreements will have to be reached with the States. 



APPENDIX VIIL ' 

TebMINAIj taxes. 

1. The present position* — Terminal taxes at present con- • 
stitnte a eomparatiyely nnimportant factor in local taxation 
in India, having been imposed in place of octroi by certain local 
authorities. The Schedule Taxes Pules permit the Legislative 
Council of any province to pass legislation imposing an octroi or 
authorizing any local authority to impose such a tax. Where a 
terminal lax is concerned, similar power may be exercised in the 
eases of those local areas only which levied an octroi prior to the 
7th July 1917. To the imposition of a terminal tax in any other 
local area the sanction of the Governor General in Council is re- 
quired. Such sanction has on occasion been accorded, while there 
have been a number of examples of the conversion of octroi into 
terminal tax : but the amount of revenue raised by terminal taxes 
constitutes a relatively small proportion of the total sum of ap- 
proximately 2 crores of rupees now collected by local authorities 
in the shape of terminal taxes and octroi. 

2. Sir Walter Lasdjon’s proposals. — Sir Walter Layton recom- 
mends the levy of a terminal tax for provincial purposes at every 
railway station in India. This tax would apparently be collected 
by railway olBcials ; and it would be supplemented, where neces- 
sary, by a like impost on river-borne traffic. Sir Walter considers 
that road-borne traffic is not at present a sufficiently serious com- 
petitor with railway traffic to require similar treatment. It is not 
clear whether it is intended to superimpose the new tax upon the 
octroi and terminal taxes already levied by local bodies or to 
absorb the latter in it. Absorption would obviously facilitate ad- 
ministrative arrangements, but it would involve the necessity of 
compensating the authorities concerned for the resulting* loss of 
revenvie. Finally, it should be stated that Sir Walter is not in- 
clined to regard the proposed tax as a permanent feature of Indians 
financial system ; he supports it as a temporary measure, suited to 
the country present stage of economic development. 

3. General effect of the tax upon Railway Finance. — In what- 
ever shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge, upon the cost of transportation. 

So far as rail-borne traffic is concerned, it would constitute a sub- 
vention from the railway revenues of the central Government to 
the revenues of the variAus provinces. Incidentally, if imme- 
diately imposed, it would operate to prevent the reduction of fares 
and freight rates, the urgent need of which Sir Walter Layton em- 
phasizes in another part of his report. Assuming that stores, fuel, 
etc., carried for railway purposes would be exempted from liability, 
a revenue of 8 crores from the proposed tax would involve an addi- 
tion of approximately 15 per cent, to the present cost of transporta- 
tion. It is not suggested that this is a conclusive argument 
against the imposition of the tax ; though it would doubtless be 

07 coihpany-owned and' company-mana^d lines.. 


235 


mg that the central Government to surrender to the pi^oweg 

sueh portion of its revenues as may be found “ . 

requirements, it may be both ^^nse tL costs^of trans- 

portion of railway revenues and even to increase the ^o® ® 

T^ortation in order to create a margin for surrender. The state ran 

S sf-Tcr. ‘u-s^ •.i-li—S 

hnt also a fair contribution to general taxation. Ra s ^ ? 
ever be f'xed with due regard to their effects upon traffic ; ^ 
TmoS S doubtful whclbe, the W 

iiAxv hp raised to tiie heiglit contemplated b> bir waiter XJdy 
without serious results upon the working of the railway sys em 
a coiuinercial concern. 

4. Effects of the tax upon railway 
actual surrender of railway revenue, there 4v! 

that the imposition of a provincial tax of this natur. “ » , 

deleterious effects upon railway traffic. It 
to favour short, as opposed to long distance f 

ii from the tax Unless, however, it were exempted, its taxauon 
?,nS SevitablTicral to the diver^on of traffic from the railways 
fr/he rofds ^ A long as the proceeds of a terminal tax accrue 
dirert to a local authority that authori^ may be trusted to ma^e 
some sort of attempt to collect on traffic so diverted, „ _ 

doing to discourage diversion. If the tax provnneml the 

ineeStive to such%fforts would he largely_ lacking. Simd™ 
there would, in the ease of goods carried, by river and 
by country boat, be greater opportunities of evading a 
tax • and this also wonld tend to create a diversion of tra e. 
mistime provinces, there might be similar diversion to coasting 
T' otto- . t ™ Aguiu. tbe liatiou of freight rates K a seie^fic 
nritf PAdinio- and if it were conducted without detailed knowledge 
KoalTouSiiut kr Jesuits upou tratSe ^ght be « 
Finally the desire to avoid double taxation would operate to dec 
rease fbe traffic to and from the present local distributing centres. 

. 0 . General conclusions.-The general position W be ^m- 
med up by stating that, if the central Government is to surrender 
to theVovinees such part of its revenue as may be surplus to it 
reouirements there is no theoretical objection to tlie surrender o 
3S r“euues a^ived from the railway system. The posmbdiW 
of S-eating a railway surplus by the enhancement of transportation 
ehargos would, however, require careful investigation before 
could be held to be established. On the other 
method of effecting such a surrender which is 

TiotrtnTi is liable to produce disastrous effects upon me 
■ wlime of traffic borne by the'railways and, therefore, "P°“ 

gross revenues. It has been suggested, as an alternative to bj 
Walter Layton’s proposal, that the 

■MtA-vinciallv should remain a source, of local authorx.ttes reven^ , 

, ^e proceeds being distrihpted hj local Governments to the lo,e» 
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authorities liiider tbeir coutroL This would assist provineial 
finances by relieving the budgets of the local Govei-nments of cer- 
tain cash contributions which they now make to their local bodies. 
This proposal might obviate difficulties in connection with the 
treatment of the terminal taxes and octroi at present levied by local 
authorities ; but it would, in all essential points, be open to the 
objections urged against the provincial tax. 

6. Assam. — While the foregoing objections are strong against 
the introduction of terminal taxes as a general source of provincial 
revenue, it would be possible to argue in favour of their institu- 
tion, as a special measure, in special circumstances such as exist, 
for example, in the province of Assam., The Goveri.mieat of Assam 
have pointed out, first, that neither octroi nor terminal tax has yet 
been introduced by any local authority within the province ; 
secondly, that it is in urgent need of the proceeds in order to 
finance the development of internal communications, thereby in- 
e]‘easmg 1he volume of the trade and of railway traffic ; thirdly, 
that it is ixi a position to exercise effective control over river-bornt 
traffic, which is approximately equal in volume to that carried 
by rail ; and, fourthly, that the province is situated at the end of 
the railway system, so that the tax, if imposed upon imported 
goods only, could not operate as a transit duty. These argumenti 
are not without force. The circumstances of this province are special, 
and there is reason to hope that a proper utilization of the proceeds of 
such taxes might operate to increase, rather than diminish, railway 
traffic within its borders. The question requires further investiga- 
tion in detail, which it is proposed to undertake. Fending tha 
results of such investigation, the question whether the tax should 
be imposed upon exported goods as well as upon imports and local 
traffic may be regarded as open. 

7. Bihar and Orissa.— The Government of Bihar and Orissa 
also have represented their desire to impose terminal taxes for pro- 
vincial purposes. In this case, the special considerations urged by 
Assam have no applicability j although it is true that such taxes have 
not yet been levied by local autborities in the province. The general 
objections to the taxes as a provincial impost are applicable in this 
case. Their development as a source of municipal revenue must 
be governed by the policy which may be adopted, in this eonnee- 
tion, for India as a whole. 

8. The maintenance of terminal taxes as a legitimate form of 
taxation by local authorities. — As already explained, terminal taxes 
can at present be authorised by a local legislature, as a method of 
financing local bodies, wherever an octroi was in force on the 6tk 
July 1917 and can be levied in other local areas with the special 
sanction in each ease of the Gover^ior General in Council. It is a 
matter for consideral ion whether this position should be stereo- 
typed under the new constitution, and the question is engaging the 
attention of the Government of India. It has long been recognized 
that neither a terminal tax nor an octroi constitutes an ideal form of 
taxation. The former is apt to become, little more than a transit 



dutj ; while an oetx*oi, even where it escapes this character, olferg 
unlimited opportunity for leakage of revenue, and frequently 
; operates' to hamper and restrict trade. On the other hand, indirect 
taxation of this kind is undoubtedly the least unpopular form of 
/ taxation with the Indian public ; and its replacement by direct 
taxation yielding equivalent proceeds would bo a matter of 
grave difficulty. These , points will be borne carefully in mind 
when the question is investigated. If, however, either terminal 
tax or octroi is retained as a legitimate means of local taxation, it 
will be essonlial to reserve to the central Government well-defined 
powers of direction and control. There are three main purposes 
to., be served by such control. In the first place, the central 
Government must preserve for itself the possibility of preventing the 
imposition of a tax which will trench upon a central source of reve- 
nue, though control in such cases should not be exercised with 
undue rigidity ; secondly, the powers of local authorities to tax 
the central Government itself must be strictly limited ; thirdly, 
there must be authority to forbid the imposition of taxation which 
would bo contraiy to the obligations undertaken by the central 
Government in eomrnercial treaties. With regard to the third of 
these points attention is invited to paragraph 17 of the memoran- 
Aum relating to financial relations between the Government of 
India and the provincial governments which was prepared by thg 
, Government of India for the Indian Statutory Commission, 
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APPENDIX IX. 


Memorandum by the Gqvernisibnt op India, Penance Department 
DATED THE IItH JuLT 1930, ON THE PINANCIAH ASPECTS OP TH£- 
SEPAEATION OP BUEMA, 


L— Effect on revenp and expenditure of the Govern- 
ment of India • • 

II. — ^Effect on currency arrangeinents 
III.— Miscellaneous 

Annexure I. — ^Effect on Grovernment of India revenue 
. from duty on silver. 

Annexure II. — ^Memorandum on paragraphs 6 — 9 of 
Appendix to Part VIII of the Commission’s 
report. 


L — Effect of separation on i%e revenue and expenditure of tiu 
Government of India. ; 

In paragraph 222 of their report the Commission say : — 

Though the actual settlement between the two countries must 
be determined by‘ subsequent negotiations, we are here 
concerned to note and endorse Sir Walter Layton’s 
general conclusion that separation could fairly be effect- 
ed in such a way as to do no financial injury to either 
country and to leave Burma with adequate resources for 
her present needs and a balance for development pur- 
poses in excess of that which she obtains to-day ”, 

The conclusions arrived at by Sir Walter Layton, and tbe various 
assumptions made by him, are examined in the following para- 
graphs 

2, In paragraph 3 of the appendix Burma’s contribution to 
defence has been put at 3 erores, and it has been assumed that 
whole amount of this contribution will -be a deduction from India’s 
military expenditure. The amount taken seems reasonable, but natur» 
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole of 
Burma’s expenditure on defence will be a deduction from India’s 
army expenditure, though, if the arrangements contemplated in para- 
graph 221 of the Commission’s report are made, this will be the case. 
The Burma Government in paragraph 16 of the memorandum on 
separation which they prepared for the Commission put the contri- 
bnlion for defence at 123 lakhs, roughly the actual expenditure 


Paras. 

1—8 

9—14 

IS 
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BOW incurred in Burma. Clearly, the estimate of the Burma Govern- 
ment is too low, but it is possible that Sir Walter Layton’s estimate 
will prove to be too high. In any case the figure of 3 erores, is 
problematical, and the possibility of a lower figure has to be con- 
tenaplated in considering the effect on the Government of India 
finances. 

3. In paragraph 4 of the appendix Sir Walter Layton puts 
Burma’s share of India’s debt at 30 to 35 crores with a net interest 
and sinking fund charge of approximately 2 crores a year. Nothing 
is said about the capital expenditure in Burma, e.p., the capital at 
charge of the Burma railways, the idea being apparently that the 
Burma Government would take over the capital commitments of the 
Government of India in Burma on terms which would involve no loss 
to India. The Burma Government in their memorandum on separa- 
tion put Burma’s share of the unproductive debt of India at 24 crores 
and assumed an annual payment of 122 lakhs to cover interest and 
sinking fund charges. There, again, the figure of 2 crores is problem- 
atical, and the possibility of a lower figure has to be contemplated. 

4. On the revenue side, Sir Walter Layton makes the following 
assumptions : — 

(a) Indo-Burmese trade will become subject to existing cus- 

toms duties with certain exceptions noted below. 

(b) India will impose a duty on kerosene imported from 

Burma at the same rate as on kerosene imported from 
other countries, and an import duty of 4 annas on motor 
spirit imported from Burma. (The financial effect of 
this is worked out on 1928-29 figures but allowance is 
made for the reduction effected in the last budget in the 
import duty on kerosene at the end of paragraph 10.) 

(c) Burma will repeal protective import duties now in force. 

(d) Burma will impose the existing export duty on rice sent 

; to India. (The figure of 60 lakhs given in paragraph 

7 should be reduced to 45 lakhs on account of the re- 
duction in export duty in the last budget.) 

These assumptions are reasonable, but it is possible that the tariff 
arrangements between India and Burma will be different and that 
* Indian revenues may suffer more than is estimated. 

5. To complete the picture one further assumption has to be 
made, that India would impose an import duty of 4 annas an 
ounce on silver imported from Burma. Annexnre I to this memo- 
randum shows that if this is done, the Government of India revenue 
from duties on silver will be practically unaffected, while the Govern- 
ment of Burma would obtain very little from an import duty or an 
excise duty on silver. 

6. Nothing is said by Sir Walter Layton about the loss on the 
working of the posts and telegraphs in Burma. The loss in Burma 
would be about 5 lakhs per annum and the deficit on the working of 
the Government of India posts and telegraphs would be decreased 
by a corresponding amount. As regards railways, the annual gain 
to the Burma Government will be about 50 lakhs as against ,25 lakhs 


by, Sip, rail*w»y reviauea o! the Govern* 

Ifldia''iFCfti4'.!lp|jf'a''<»i^^|K»ad5ag amount, but assuming that 
awa:^a^^ia- Ihy wsa^bnticaw , from 'railway revenuea 
.tepj8an%,’ tbb;^_,e^^ ‘revenues would not be 

paragraph. appePdk it is clear that 

litei: JUaytoix realrsea ' that hib assimiptioM spy be 'WM© of the 
:'-'faarhj for he indicates that India may’ lose by'Jhe separation, in 
these circumstances the Finance Department consider that it wo old 
:hht be safe to accept at present the. Commission '^s findiafllb^^i^para-' 
tion could fairly be effected in such a way as to do no finaneiai mjury 
’ to .India, . They would, howe^ver, go so far as to say that separation 
- eould fairly be effected in such a way that the revenue 'loss to India:, 
would not be of sufficient magnitude to make it a factor i^of, .great,; c 
importance in considering the pros and cons of separation. It is 
fairly clear that a special committee will have to be appointed to work 
out the details of the financial settlement. 

8. The Finance Department accept the views of the Commission 
on Burma's credit in the event of separation given in the second half 
of paragraph 222 of the report. 

II . — Effect of separation on curremcy arrangements. 

9. If Burma is separated from India, the adoption of a different 
currency system by Burma has to be contemplated. The Government 
#£ Burma might adopt one of the three following courses : — 

(а) They might retain the Government of India currency in 

the same way as. Iraq up to the present has used the 
Government of India currency. In view of the close 
trade connection between Burma and India, and the 
fact that the people of Bui’ma are aeeu>stomed to the 
rupee currency, there would be a good deal to be said in 
favour of this course. It is possible, however, that ihe 
Burma Government will favour a currency system 
which would be semi-dependent on the Indian currency 
system as suggested in (&) below or completely in- 
dependent of the Indian currency system. 

(б) The Government of Burma might adopt a system similar 

to that of Ceylon which is briefly that the rupee is the 
monetary unit and its exchange value is the same as iu 
India, namely, Is, Qd,, hut the Ceylon Government has 
its own note issue and its own subsidiary coin. Definite 
information is not available regarding the reserves kept 
by the Ceylon Government against this note issue, but 
the reserve is presumably composed partly of silver 
rupees and partly of securities of the Governmenf; of 
India, though there may he securities of the Ceylon 
Government in addition. Such a system would avoid ^ 
a definite break with the past, and would retain the rupee 
m the standard coin — a point which might be of con* 

, siderable importanee, especially in the backward traelsu 
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It would also avoid exchange fluctuations between 
Burma and India and would, therefore, tend to facilitate 
trade. 

The currency system of Burma might be completely 
sei)arated from the currency system of India, and 
althou^i it is probable that the Government of Burma 
would have a coin corresponding to the rupee as the 
monetary unit, and that the exchange A^alue of the 
monetary unit ■would be 1,^. (id., the Government of 
Burma or a bank to whom they might entrust the work 
would be responsible for maintaining the exchange value 
of the monetary unit quite independently of the Govern- 
ment of India. 

10. If either of the alternatives in paragraphs 9 (&) and 9 (o) 
•^vere adopted, Indian currency now" in circulation in Burma w’^ould be 
replaced by currency issued under the authority of the Burma Govern- 
ment and w"Ould have to be repatriated. The arrangements for 
this repatriation Avould depend on the system adopted by the Govern- 
ment of Burma, and it is necessary to examine briefly what these 
arrangements should be. 

11. If a system on the lines indicated in paragraph 9 (5) above 
wrere adopted, all the subsidiary coin and the notes now in circula- 
tion in Burma would be replaced by ncAv subsidiary coin and new" 
notes. If no special arrangements w-ere made, these subsidiary coin 
and notes coiild be shipx)ed to India, and full currency value could be 
obtained for them. Such a procedure would not he fair to India for 
the reasons given below". As there are essential differences in the 
position regarding the subsidiary coin and the position regarding the 
notes, they will be dealt w"ith separately 

(a) Subsidiary coin , — ^As the profit on the issue of nickel and 
copper coin is taken to revenue in the year in which it 
is issued, the profit on the nickel and copper coin now 
in circulation in Burma has already been credited to 
the revenues of the Government of India and has been 
used for the common purposes of India and Burma. 
The profit on the coinage of small silver coin is dealt 
with in the same way as the profit on the coinage of 
silver rupees. In paragraph 12 (a) below it is shown 
that no profit has accrued to the Government of India 
on the coinage of . silver a|.)art from sums that have 
already been taken to revenue. It would be unfair to 
India if the Government of Burma were to withdraw 
subsidiary coin from circulation, obtain its full cur- 
rency value from the Government of India, and issue 
. in its place a fresh subsidiary coinage on which they 

; \ would make a large, profit, while the Governme,nt of 

India would lose a corresponding; amount on the sub- 
sidiary coin withdrawn from circulation. The most, 

: therefore^, that the Government of Burma would .be en- ’ 
titled to demand from the Government of India would 
, V , he that the Government of India should supply to tht 


■ 'W ' 

Government, of: Bxirnia new subsidiary eoinagt in ex- 
change for the vSubsidiary coinage withdrawn from cir- 
culation. In other words, the Government of Burma 
could either haTe their new subsidiary coinage executed 
at a Government of India mint free of charge, or they 
could demand the bullion value of the subsidiary coin- 
age withdrawn from circulation plus the cost of recoin- 
ing it. 

(&) Notes . — As the profit on the note issue is a I’ecurriiig itexn, 
the Government of Burma would be entitled to pay- 
ment for the full exchange value of the notes repatriated, 
and the main question to be settled would be the form 
which this payment should take. Assuming that tlie 
reserve maintained by Burma would consist of rupees 
and securities of the Government of India, it would be 
a simple matter to make payment in these forms in the 
pi’oportion which might be desired by Burma. If it 
were decided that a part of the reserve should be held in 
securities of the Government of Burma, then to this ex- 
tent payment for notes repatriated might take the form 
of a deerea>se in the amount of the debt of the Govern- 
ment of Burma to the Government of India, 

12. If the Government of Burma were to adopt a completely in- 
dependent currency system on the lines indicated in paragraph 9 (c) 
above, rupees would have to be repatriated in addition to subsidiary 
coin and notes. The position regarding the subsidiary coin would 
be the same as that indicated in paragraph 11 (a) above ; rupees 
and notes are dealt with below : — 

(a) Silver rupees . — The profit on the coinage of silver coin 
which has accrued since the gold exchange standard 
was established, has been credited to the gold standard 
reserve. During tlie last few years the interest on the 
gold standard reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserv'e lias been taken to revenue, Burma has already 
shared in the advantages obtained from the profits on the 
coinage of the rupees. The present position is that al- 
though we have incurred large losses on the sale of silver 
obtained from melted coin and tlivne losses not 

^ been debited . to the gold standard reserve, the amount 
of the gold standard reserve is not sufficient to eov’er 
the difference between the bullion value and the exchange 
.value of the 'silyeit held in, the paper currency reserve- 
As the--gold ’ standard x"e^serTe■ does not cover our pro,3-. 

' ’ pective losses.; oh the,, sale of- silver, it may be said 'that 
, 'apart 'from .interest, on the gold standard reserve al-' 
ready credited ,to revenue no profit lias accrued from the 
coinage ofJsUver, .^ancl that li- loss will probably eventuate. 

' ' The moat, 'therefore,.- that;' the Government of Burma ' 
.J wbiild be- ’entitled , to, demand from the Government of ■■ 
India would- be. -the, ‘bullion value of the rupees withr,..' 
drawh-from 'eirculation /and repatriated pJry the;, coif 
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of coinage of the currency which would replace these 
rupees. ■ 

' (b) Notes , — Although Burma would be entitled to payment 

for the full exchange value of repatriated Government 
of India notes, there would clearly have to be made a 
definite arrangement as to the form in which this pay- 
ment should be made. Otherwise the Burma Govern- 
ment might ship these notes to India, buy sterling wUh 
^ them and obtain full sterling cover for their new note 
issue at the expense of the sterling reserves of the 
Government of India. A fair arrangement would seem 
to be that the Burma Government should be paid hi 
sterling an amount which would bear the same propor- 
tion to the total amount payable as the sterling and 
gold reserves of the Government of India (including 
the gold standard reserve) bear to the total note issue of 
the Government of India. Such an arrangement would 
give the Burma Goveriunent the same proportionate 
sterling cover for their note issue as was held by lUc 
G overnment of India, and as there would be a reduction 
in the Government of India note issue corresponding to 
the amount of the new Burma Government issue, the 
Government of India’s holding of gold and gold 
securities would not be propoii;ionateiy diminished. The 
remainder of the amonnt due to the Burma Government 
might be paid partly in the form of silver if the Burma 
, Government desired to have silver, and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Goveniment of Burma to the Government of India. 

13. From the above brief outline it is clear that one of the condi- 
tions of the separation of Burma from India slioiild be an arrange- 
ment which w^ould safeguard the interests of India in the event of 
Burma adopting a new currency system. It is not easy to devise a 
formula which could be -included in the legislation which will pre- 
sumably deal with the separation of Burma, but a safeguarding clause 
on the following lines might be sufficient : — 

If the Government of Burma adopts a new currency syste23i, 
payment by the Government of India to the Govern- 
ment of Burma for Indian currency withdrawn from 
circulation in Burma and repatriated to India shall be 
limited to an amount v/hieh will represent the cost to 
the Government of Burma of replacing the currency 
. withdrawn from circulation and shall be made in such 
a manner that the gold and sterling reserves of the 
Government of India would not be proportionately 
Avealvcned.” 

Presumably, the Act would name some authority, probably the 
British Government, as the authority to decide differences between the 
government of India and tlievGovernment of Btn^a which might 
in 'Carrying out/the-.p.rbyi^ons :pf the Act, and this author!^ 
wbtld have“ to' be/Ihe authpfityt^vflwlde'the extent and the form'hf 
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payments to be made by tbe Government of India to the Government 
of Burma for currency repatriated. 

14. In the above paragraphs the assumption has been made that 
the currency arrangements in India remain as at present. In the 
event of the Government of India note issue being replaced by a 
reserve bank issue before a new currency system is introduced in 
Burma, special arrangements regarding Burma would probably have 
to be made at the time of handing over the note issue to the reserve 
bank. Whatever currency system might eventually be adopted by 
Burma, presumably no change would be made until some time after 
separation was effected. During this period the Indian Currency Ak 
and Indian Coinage Act would have to apply to Burma. 

III. — Miscellaneous. 

15. Some of the more important questions which the Finance 
Department will have to consider, if it is decided to separate Burma 
irom India, are dealt with below : — 

(1) ^¥ays and means. — Presumably, the Burma Government 
would arrange with the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
■of the Goveniment of India. The Burma Government would take 
over control of the resource work at treasuries, where the Govern- 
ment of India should probably arrange to maintain currency chests 
as long as Burma used Indian currency. 

(2) Government of India securities held in Burma. — At present 
a considerable volume of Goverrunent of India securities are held in 
Burma, and interest is payable at any treasury in Burma. Clearly 
it is desirable that Burma holders of Government of India securities 
at the time of the separation should have the same facilities for draw- 
ing the interest as they now have, and it would be desirable to arrange 
with the Government of Burma for the continuance of these facilities 
at any rate as regards securities held in Burma at tlie time of the 
separation, though it will probably be undesirable to allow further 
transfers from India to Burma. The Government of Burma could 
be given a eoinmissioii on the amount of interest paid. 

(3) Post office cash certificates. — On separation, presumably 

the issue of Government of India post office cash certificates in 
Burma would cease, and the Government of Burma would issue ekti- 
fieates of their own. As, however, the certificates premously issimd 
would represent an obligation of the Government of India, and as it 
would be a very, complicated matter for the Government of Burma 
to attempt to take over this obligation, an arrangement would Jmve 
to be arrived at by which the Burma Government would arrange for 
the payment of the certificates, as they mature at their post offices 
and debit the amounts to thC' Government of India. Probably they 
would have to be given h -commission for this service. , 

(4) Post office savings hank deposits. — In this case the simplest 
method of procedure prohahly would he for the Burma Government 
; to take over the savings, bank deposits from the Government of India 
the debt of tbe= GoVeMiment':of Burma to the Government of India 



being reduced accordingly. It might be said that the depositors 
wonld have reason to complain of such a transfer, because their de- 
posits would be transferred from an institution hacked by the credit 
of the Government of India to an institution backed only by the 
credit of the Government of Burma, This difficulty could be got over 
by giving depositors notice some time in advance that their deposits 
■wei’e to be transferred, so that they w/ould have an opportunity of 
wdtlidrav/ing them if they desired to do so. 

(5) Provident fund deposits, — ^Presumably, the provident fund 
deposits belonging to officers of the Burma Government and any 
officers of the central Government which may be transferred to the 
Burma Government would be taken over by the Government of 
Burma, who would also take over the incidental liabilities. The total 
amount of deposits \vould be presumably deducted from the debt of 
the Government of Burma to the Government of India. 

(6) Other deposits. — ^At present all deposits received in Burma 
are taken into the balance of the Government of India. Presumably, 
the Burma Government would take over these deposits with the inci- 
dental liabilities. 

(7) Family pension funds, — ^Presumably, officers serving under 
the new Burma Government w^ould not be eligible to subscribe to the 
family pension funds now administered by the Government of India, 
but the Government of Burma would start similar funds of their own. 
Arrangements would have to be made to transfer officers’ subscrip- 
tions from the Government of India funds to the new funds of the 
Government of Burma with probably a contribution from the Govern- 
ment of India to cover the period during which the officer was in the 
service of the Government of India. Here, again, the total amount 
transferred could be taken in reduction of the debt of the Govern- 
ment of Burma to the Government of India. 

(8) Income-tax, — ^Most of the trade in Burma is conducted by 
Indian or European firms -which are at present assessed to tax either 
in Burma or in India on the total income from their operations in 
both countries. The question of double income-tax will, therefore, be 
of considerable importance. 

(9) Btcrff, — The conditions on which the Government of India’s 
staff employed in Burma will be taken over by the Government of 
Burma wdll have to be worked out in detail. 

(10) Bailway s , — The terms on which the Burma railways will 

be taken over will have to be worked out very carefully. They are 
the most profitable portion of the Government of India railway 
system, and even if it is decided that the Burma Government should 
take in future the full profits regardless of losses wffiieh may have 
occurred in the past, Le,^ that they would merely have to pay to the 
Government of India the capital at charge on these railways, the rate 
of interest which the Government of Burma should pay to the Govern- 
ment of India on the capital at charge will be difficult to determine, 
as the capital has been raised over a period of years at different rates 
'bf' interest. , . , , * , > , ■ ■ , 
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a difficult question wiU arise as to the terms on which the Ipds and 
Lilffings at present in possession of the Government of India should 
Je handed oU to 'the Government of Burma. , 
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ANNEXURE .L'. (See para. 5.) 
ProdticUon of silver in Burma, 

(In thousands of line ounces.) 

5,288 
4,832 
5,104 
6,004 
7,405 
7,290 

Exports of silver from Burma. 



India. 

Straits 

Settle- 

ments. 

Federated 

Malay 

States. 

Mauritius. 

Total. 

1924-25 

5,430 




5,430 

1925-26 

4,791 

15 

16 

• * 

4,822, 

1926-27 

4,627 

41 

56 



1927-28 

6,411 

18 

37 



1928-29 

7,548 ' 

32 

■,■99 


7,963 


Imports of silver into Burma, 



India. 

United i 
Kingdom. 

Hong 

;Kong...": 

i 

Federated 

, ■ Halay,.,; ' 

States. 

Total. 




. . 


. . 

1925-26 ' 


a 


7 

10 

1926-27, 


, -v 


! 

2; 

1927-28 



19 

! 

' 100 

1928-29 ... 


4 

1 

1 

' 

i, 


It will be seen from the aboVe. figures that the imports of silver 
into Burma are negligible, and that almost the whole of the silver 
produced in Burma is exported'. As figures of production b}’- official 
years are not available,, it is not possible to calculate the actual 
amount of >silver consumed in; Burma/ but the above figures show 
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that the amount is . very small. In the circumstances the Govern- 
ment of Burma will not find it profitable to impose import and ex- 
cise duties on silver. 

So far as India is concerned, if India levies an import duty of 
4 annas an ounce on silver imported from Burma, the Government 
of India will lose very little as almost the whole amount of the silver, 
produced in Burma is exported to India. The Government of India 
will lose only the excise duty on silver consumed in Burma, but the 
figures show that this amount is negligible. 



ANNEXUBE II. 

Memorandum on pakaoraphs 6 to 9 op Appendix to Part YIII op 
THE SrATUTORY COMMISSION'S BEPOET, (Pages 2S^ to 284.,) 

Separation of Burma and customs revenues. 

This meBiorandiim deals with the effect of levying import duties 
in Burma and in India on Indo-Burrnese trade. The trade in 
kerosene and petrol is excluded from this examination. Sir Waiter 
Layton ^s estimate is that Burma will obtain 116 lakhs from import 
duty on goods from India, and that India will obtain 25 lakhs from 
import duty on goods from Burma (paragraph 9 of the appendix, 
pages 283 and 284). This estimate is based on the assumption that 
the existing import duties will be applied at both ends (paragraph 

2. Pour statements are attached 

(I) Imports of Indian merchandise into Burma. 

(II) Imports of foreign merchandise into Burma from 
India. 

(III) Imports of Burmese merchandise into India from 

Burma. 

(IV) Imports of foreign merchandise into India from 

These statements represent the trade for 1928-29, and are taken from 
tables 7 to 10 in Part II (pages 219 — 267) of the sea-borne trade 
and navigation of Burma for 1928-29 (the latest volume available). 
In each statement the total trade is divided into three groups : — 

Free goods, 

Goods at special rates of duty, 

Goods dutiable at 15 per cent, ad valorem. 

Deductions have then been made for the intra-provincial trade, 
between ports within the province of Burma, and the duty leviable 
at existing rates on the trade between Burma and India has been 
estimated. 

8. The result of the estimate may be displayed in the following 


T)uiy payable in Burma — 

Indian merchandise .... . . . . 290 

Foreign merchandise . . . . . . ■ . . 24 


Duty payable in India — 

chahdis©;^' ' .■ If 

Foreign merchandise . .. 8, 


108 


Tota^ duty 



The trade in foreign merchandise will be aifected in quite a differ- 
ent way from that in indigenous products. Foreign merchandise, 
which now goes to Burma from India, has already paid duty in 
India. In future part will go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in either 
case India will lose the duty. To be on the safe side it would be as 
well to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma revenues with the duty leviable in India on foreign 
merchandise exported from Burma. We thus obtain the following 
result : — 


Burma. India. 


Gain 

Loss 


314 

8 


103 


Ket gain . . 306 


79 


4. This result assumes that the trade will remain at its present 
level. Naturally some depression will follow the imposition of 
duties, but it is - diiScult to see how the effect can be as great as is 
suggested in Sir Walter Layton^s figures. A gain to Burma of 240 
lakhs %nd to India of 60 lakhs would not be an extravagant estimate. 
Sir Walter Layton's figure of 116 lakhs for the gain to Burma is the 
Burma Government’s own estimate, and it has been ascertained that 
this was merely intended as a safe guess calculated in the following 
manner. The average duty , on imports of foreigii goods into Burma 
in 1926-27 was 17 per cent. An average duty at the guess figure of 
8 per cent, (on roughly half the above amount) on Indian goods im- 
ported into Burma would yield on the 1926-27 imports 116 lakhs. 

5. In dealing with India’s customs revenues from, existing 
sources, a fiat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 1930- 
31 budget, has taken 24 annas. At the 2-anna rate for kerosene the 
gross gain to India will be — 


Existing excise . . . . . , 

Additional rate on kerosene 

Nett duty on other imports from Burma 


Lakhs. 

190 

, 56 ) 
60 


306 


against Sir Walter Layton’s figure of 326 lakhs. At the present rate 
of ciLstoins duty on kerosene . (2| annas) India would gain 334 laklis. 
On the other hand, this estimate gives a gain to Burma of 997 lakhs 
against Sir Walter Layton’s;''%ure,.of ,873 lakhs. .. , ■ 
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^Coasting imports into Burmor^Indian merchandise — Values and duty 

in lakhs. 


— 

Gross. 

Intra-pro- 

/vinoial^, 

trade. 

Net 

India- 

Burma. 

Duty. 

Total 

1,543 

141 

1,402 

•• 

free goods. 

Animals 

3 


3 


Books . . 

3 


2 

.. 

Grain, pulse and flour 

134 

18 

116 


Hides and skins 


1 

•• 


Maokinery 

1 

-• 


•• 

Manures 

1 




Total free 

142 

19 

;:'i:23:^ 

• • 

Total dutiable 

1,401 

122 

1,279 


Articles cwf special rates. 

Coal 

111 


111 

3 

Fish, salted 

17 

, 

17 

1 

Fodder 

. 2 : 

2 

•* 


Matches 

4 

3 

1 

1 

Tobacco 

130 1 

9 

121 

ISO 

Toys 

3 

• • 

3 

1 

Total at special rates • # 

267 

14 

, 253 

186 

Ad valorem at 15% , . 

1,134 

lOS 

1,026 

164 

Total duty 


** 


290 
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II. 


Coasting imporis into Burmchr-WorHgn meTchandise — Values and 

duty in lakhs. 


— 

Gross* 

Intra 

Pro- 

vincial. 

Net' 

India- 

.Biirma. 

Duty# 

' 

Total 

193 

84 

109^ 

. . 

Free goo^s. 

Books . , 



1 

. * 

Dyes . . . . . * 

'.,'2 

•• 

2 

.. 

Machinery 

15 

4 

11 

.* 

Total free 

18 

4 

14 

.# 

Total dutiable . . 

175 

80 

95 

.. 

Dniiabh at special raies^ 





Liqnors 

5 

2 

3 

3 

Matches 

9 

1 

1 

1 

Tobacco . . 

11 

4 

7 

■7 

Total 

18 

7 

11 

11 

.4 valorem at 1S% 

157 

73 

84 

13 

Total duty 

•• 

•• 

•« 

|iiip 


III. 


Coasting exports from Burma— Bumese merchandise — Values and 

duty in lakhs. 



Gross. 

Intra 

Pro- 

vincial. 

Het 

Burma- 

India# 

: 

Duty* 

Total 

3,317 

117 

3,200 

• « 

Kerosene and petrol 

V, 

15 

870 

•V 

Total excluding kerosene and petrol 

2,432 

102 

2,330 

, * • 



iif 


— 

Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Free goods. 





Grain, pulse and flour 

1,760 , 

9 

1,751 


Hides and skins . . 

% 


8 

. . 

Stick lac . . , . 

51 

: ... 

51 


Cotton, raw 

• ■ ,1. 




Total free 

Total dutiable excluding kerosene 
and petrol 

1,820 

9 

1,811 


612 

03'' 

619 


v''''',:- ' '' / ' ■ ■■■! 

Dutiable at special rates. 





Fodder 

2 , 

1 

1 


Matches 

18 

2 

16 

13 

Lubricating oil . . 

34 

.. 

34 

3 

Tobacco . . 

Total (excluding kerosene and petrol) 
dutiable at special rates 

21 

9 

12 

8 

75 

12 

63 

24 

Ad valorem at 16% 

537 ' 

81 

466 

71 

Total duty (excluding kerosene and 
petrol) 


•• 

•• 

95 


IV. 

Coasting exports from Burma — Foreign merchandise — Yahies and 

duty in lakhs. 


— 

Gross. 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Total 

122 

75 

47 


Free goods. 

Mac?ynery . . , • ■ 

5 

4 

1 

. . 

Total free • * 

5 

4 

1 

1 


Total dutiable » ,,, 

117 

71 

46 

* • 


i 





— 

Gross, 

Intra- ., . 
Fro- 
vmoial, 

Net 

Bttnna- 

India. 

Dntj* 

DniiahU at special rates. 




iiSiiiii 


B 

2 


iiiliii 

Total at special rates 

3 


1 


Ad valorem at 15% * . 

114 

69 

45 

7 

Total duty 

•• 

■V 

• « 

8. 



List of Enclosures. 

1. Letter to all local G-overmnents of Governors’ Pro- 

vinces (except Burma), No. F.-67130-E., dated tli& 
.24tli Jmie 1930. 

2. Letter to tlie Ghief Beeretary to the Government of 

Bnrma, No. F.-67j30-R., dated the 24th June 1930. 

3. Letter to the Registrar, High Court, Calcutta, 

Appellate Side, No. F.-67|30-R., dated the 24th June 
1930. 

4. Letter to the Chief Commissioners, Coorg, Baluchistan, 

Delhi, Ajmer-Merwara, No. F.-67I30-R., dated the 
24th June 1930. 

5. Ijetter to the Chief Commissioner, North-West Frontier 

Province, No. P.-108|30-E.. dated the 2nd August 
1930. 

6. Letter from the Government of Madras, No. 978, dated 

the 11th August 1930. 

7. Letter from the Government of Bombay, No. 1|161,. 

dated the 13th August 1930, and enclosures. 

8. Note by His Excellency the Governor of Bombay. 

9. Telegram to the Government of Bombay, No. 2940-B.,, 

dated the 31st August 1930. 

10. 'J’elegram from the Government of Bombay, dated the 

7th September 1930. 

11. Letter from the Government of Bengal, No. 219-A.C., 

dated the loth August 1930, and enclosures. 

12. Letter from the Government of Bengal, No. 222-A.C., 

dated the 22nd August 1930, and enclosure. 

13. Letter from the Government of the United Provinces, 

No. 4949-C., dated the 23rd August 1930, and; 
enclosures. . 

14. Letter from the Government of the Punjab, No. 4706-S. 

Reforms, dated the 14th August 1930, and enclosures. 

15. Letter from the Gpverinnent of the Punjab, No. 6504- 

S. Reforms, dated the 16th September 1930, and 
enclosures. . ' ; 

16. Letter from the Government of Burma, No. 392-D.-30, 

dated the 13th August 1930. 

17. Letter from the Government of Bihar and Orissa, 

No. 4368-A.R., dated the 23rd August 1930, and 
^ enelo y e. , ■ _ . ; . ■ ' \ ’ 


18. Letter from the Government of the Central Lrovin- 

19. Letter from the Government of Assam, No. Efm.-8| 

. 8801-A.P., dated the 12th Angnst 1930. 

:■ 20. Letter from the Chief Commissioner, .Delhi, No. 7131- 

Home, dated the 8th Angnst 1930. 

21. Letter from the Chief Commissioner, Coorg, JS'o. 2852j 

11-28, dated the 4th September 1930. 

22. Letter from the Chief Commissionoi', North-West 

.Frontier Province, No. 3305-P., dated the 28129th 
Angnst 1930, and enclosure. 

23. Letter from the Chief Commissioner, Palnchiatan, 

No. 3614-P., dated the 14th August 1930. 

24. Letter from the Chief Commissioner, Ajmer-Mei’wara, 

No. 45-C.|lll-O.C.|30, dated the 15th August 1930, 

' , 25. Letter from the ; Registrar, High Court, Calcutta, 

■ : : ; No. 11741-G., dated the '18th July 1930. . 
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